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And even three Parises aren‘t all of them. 


There’s Paris-on-the-Seine, Paris-in-Kentucky, 
Paris-in-Texas. . . . and a Paris in Tennessee, 
Ontario, and Illinois. To six places called Paris, 
World Report goes each week to be read care- 
fully by those who want a full and uncolored ac- 


count of news of the world. 


It is the one magazine which can be read with 
equal interest and confidence in France, or 
America, or anywhere in the world because it is 
written from no one nation’s viewpoint and has 
no cause to forward. World Report has facts. ... 
and realizes that its readers have a right to 


their own conclusions and opinions. 
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So it isn’t surprising that many subscribers 
think of World Report when they remember their 
friends and business associates in far-off places. 
World Report is one of the few “just right’ things 


you can send to friends overseas. 


Why not share the benefits of World Report 


with your friends abroad? 


The regular subscription price is $4 a year, 
and on most overseas subscriptions there’s an 
extra charge of $1 for postage. But to simplify 
ordering, we'll make a flat rate of $4 each on 
any list of five or more subscriptions, postage 


prepaid to anywhere in the world, 


WASHINGTON 7, D. C. 





The British aircraft industry built 738 
planes for civilian use in the year ended 
March 31. Forty-nine were four-engined 
air liners. Eight were four-engined civil 
fiving boats. A total of 68 twin-engined 
air liners was turned out, and 46 twin- 
engined feeder-type planes were pro- 
duced. The rest of the production con- 
sisted chiefly of light civil aircraft. Dur- 
ing 1947, the industry aims to export 700 
civil aircraft and thus earn about $28,- 
000,000. 
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French steel output now is running 
about 94 per cent of 1938. In March, 
488,000 tons of steel were produced in 
France. That compares to 362,000 tons 
in the same month last year. But output 
will have to be stepped up if the goal of 
7,000, tons set in the Monnet plan for 
French reconstruction is to be met in 
1947. 
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Property in Japan owned by United 
Nations nationals before the war is to 
be destroyed if it contributes to the Japa- 
nese war potential. The Far Eastern Com- 
mission has directed General of the Army 
Douglas MacArthur to carry out the de- 
struction of such plants only after Japa- 
nese-owned facilities have been destroyed 
or removed. Japan is to pay the original 
owners for any property thus destroyed. 
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A comeback in Belgian industry is 
boosting production to prewar levels in 
several trades. The chemical industry 
now is producing more natural nitrogen 
and cyanamid than it did in 1938. Pro- 
duction of sulphuric acid has reached a 
level that is 75 per cent of prewar. The 
textile industry is turning out more cot- 
ton, wool, linen and rayon fabrics than 
before the war, and output of cotton yarn 
is up to 90 per cent of prewar. The Bel- 
gian paper industry also is producing at 
better than prewar levels. Copper and 
tin production are ahead of 1938. Steel 
output is 90 per cent of prewar. Coal out- 
put is better than 80 per cent of prewar. 
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A copra glut in the Philippines is 
threatening the Republic’s recovery. Re- 
vised estimtates of the amount of copra 
that is to be available for export in 1947 
put shipments at 1,000,000 tons. As a re- 
sult, prices in Manila have fallen off 50 
per cent, and the Philippine Government 
is being asked to remove all export con- 
trols on the commodity. U. S. buyers, the 
Philippines’ best customers, already have 








filled their requirements and cut back 
their purchases. Original high prices of- 
fered for copra, which now accounts for 
75 per cent of the Islands’ exports, 
brought out 250,000 more tons of coconut 
meat than had been expected. 
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The U.S. and Russia are to trade 
weather experts. Under an arrangement 
initiated by Moscow, five meterologists 
from each country will visit the other. 
Research will be conducted by the vis- 
iting scientists in Government and pri- 
vate institutions. The U.S. would like 
to increase the exchange arrangement 


to include 50 experts in a wide range 
of fields. 


o 0 9 


French potash for the U.S. is being 
shipped for the first time in six years. 
At the outset, shipments will be limited 
to 5,500 tons a month. 
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Electrification of Belgium’s railways 
will cover 940 miles of track. Although 
only 50 per cent of the double-tracked 
lines will be affected, the conversion will 
cover more that 70 per cent of the traffic 
carried on Belgian railroads. All impo-- 
tant cities, industrial centers and ports 
will get the new service. The change is 
courted on to save 650.000 tons of coal, 
enough to heat 400,000 homes for a year. 
The plan calls for more than 600 new 
electric locomotives. 
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A decline in the market for American 
films in Britain is on the wav British 
moving-picture productions now are earn- 
ing higher gross returns in Britain than 
U.S. productions, which have tradition- 
ally dominated the English market. Be- 
cause of the growing popularity of Brit- 
ish films in the U.S. as well as at home, 
Britain’s receipts of dollars for films is 
increasing while dollar expenditures for 
American pictures are dropping. That is 
the reason why no cut in film imports 
is planned by the British Government. 
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Investments from abroad for Italian 
industry are beginning to show up. A 
Swiss interest is planning a credit of 
more than $8,000,000 to develop a hydro- 
electric system in Northern Italy. The 
credit is to be repaid in power deliveries 
to Switzerland over a nine-year period. 
U.S. firms also have shown interest in 
Italian clothing, elevator, automobile 
and petroleum industries. 








Madonaa del Sasso Cathedral, Locarno 


SWITZERLAND... yours again! 


Scenic mountain and lakeside resorts 

are ready to welcome you back to 
incomparable Switzerland. You may not be 
able to arrange immediate reservations to 

and from Europe. But start planning a summer 
or winter holiday in Switzerland now. 

See your local travel agent. 

Write us for free booklet 


1th) | NATIONAL 
\\\ ' \\ TOURIST 


OFFICE 


1948 WINTER 
OLYMPIG GAMES 
St. Moritz 


January 30-February 8 
NEW YORK: 475 FIFTH AVE. SAN FRANCISCO: 66! MARKET ST. 








LINGUAPHONE 
is your Passport 








lis £ we 
> naa a penn anathe rine 
hg lear to speak 
ZS 
; SPANISH» PORTUGUESE 
FRENCH « RUSSIAN 
or any of 25 other languages by the 
world - famous 








LINGUAPHONE 


Conversational METHOD 


You learn the new language by listening 
- voices of native teachers. It is amaz- 

y simple; thousands have succeeded. 

ucators hail Linguaphone as a notable 
advance in simplifying the mastery of 
languages. That is why so many Lingua- 
phone Sets are used in schools, colleges, 
universities, as an aid to fluent speaking. 


Available to Veterans under 


OF RIGHTS 


SEND FOR FREE BOOK 


LINGUAPHONE INSTITUTE 
82 RCA BUILDING, NEW YORK 20, N. Y. 
| LINGUAPHONE INSTITUTE 7 
| 82 RCA Bidg., New York 20, N. Y. 


G I BILL 





| 

| 
Send me the FREE Linguaphone Book. 
j Name ....... ececccceccccccccece eee | 
j Address..... secccccecesecces CHYsecceees J 
§ Language Interested .........000000: eevee j 
| State if Gi........ esoneeceusosesse etceve i 


eee eee es eee ce ee ee ee 


MAY 20, 1947 © 1 











Memo from the Editors 


World Report 


Reg. Dr for U.S. Pat.Off 





What has happened to Britain’s dollars? Because Great 
Britain was short of dollars needed for purchase of food and for re- 
construction and rehabilitation, the U.S. less than a year ago loaned 
her $3,750,000,000. In a dispatch on page 7 you'll find what has 
happened to the money and an evaluation of measures by which the 
Attlee Government might avert, or cushion, a financial crisis. 


Britain is gambling, meanwhile, on the proposition that a five- 
day week in the nationalized mines will produce more coal—coal 
desperately needed to fuel the industries that make the exports upon 
which the United Kingdom’s future depends. A dispatch on page 22 
provides a forecast of how the experiment will work out. 


How can American and European businessmen buy in 
Germany? Private trade with Germany is encouraged by U.S. and 
British occupation authorities in order to expand German exports and 
help pay the high occupation costs. On page 16 is a guide to the in- 
tricate system under which American businessmen may buy the prod- 
ucts of German labor and German factories. 


Some of the prospective borrowers from the World Bank 
are countries that have defaulted on bond issues sold in the United 
States to private investors. What attitude will the Bank, and the Amer- 
icans to whom it must sell its securities, take toward loan applications 
from such nations? What can these nations do to reestablish their in- 
ternational credit? You'll find an analysis of the situation and some 
of the answers in a dispatch on page 14. 

cl 


With most of the world suffering in greater or less degree 
from economic ailments growing out of World War II—and poor cus- 
tomers for international traders—it’s good news to discover one no- 
table exception. For an account of how and why the Union of South 
Africa has become a “traders’ paradise,” read the dispatch on page 12. 


In our Texts section youll find three interesting and informative 
documents reproduced in full: U.S. Undersecretary of State Dean 
Acheson’s speech outlining a five-point program for implementing 
the international political and economic policies of the United States 
. . . Mexican President Aleman’s speech before the joint session of the 
U.S. Congress . . . and an informative address by Charles C. Pineo, 
loan director of the World Bank, on the operations and technique 
of the Bank and the International Monetary Fund. 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of May 20, 1947 
Volume 2, No. 20. 
The big things to keep in mind about France are these: 
A_ Communist dictatorship in France remains possible, but not probable. 
Communist leaders are not willing nor ready for a showdown over power. 
Communist strength is a fluid strength. It isn't as solid as advertised. 
Actually, Communists, when asked to leave, seemed to find a profit in leav- 
ing @ French Cabinet. Communists, free of responsibilty, are alert to that ad- 
vantage. An outside platform is useful to annoy, harass, offend or to do any- 
thing else that discredits a nervous Government of France. It can be a position 
of value until Communists are fully prepared, are strong enough to rule alone. 
That point hasn't been reached, isn't yet in sight in France. 


Instead, there's an effort to run France without Communist advice...es« 

A loose partnership exists between Socialists and Cathalic Liberals. 

Ramadier's Cabinet’ holds a delicate balance. He can't afford to crusade. 

shortage of wheat is an urgent problem. Harvests are due in August. 

Labor unions argue that price rises far exceed increases in incomes. 

French farmers resent industrial strikes, feel workers are well paid. 

Economic planning is slow to produce results, is dependent on more coal. 

French currency is under heavy and continuous pressure. 

In this situation, a $250,000,000 loan to France from the World Bank acts 
as a strong stimulant. It's the timing that counts, the display of confidence 
in France's capacity to earn a living, once her economy is in operating order 
and her industry rebuilt. Dollars from the World Bank are reconstruction dollars, 
are not available for food purchases. But the psychology of the loan is strong. 























It needs to be remembered that Communist candidates ran ahead in France's 
last election; that a year ago no government could be formed without Communists. 
Some important changes are these: 

Communists, when Cabinet members, failed to fulfill labor union demands. 

Communist control of organized labor continues, but there's some grumbling. 

Communist appeals are being vigorously resisted by land-owning farmers. 











Communist organizers are finding less Support among white-collar workers... 


In the background of a decline in Communist strength is the rising voice of 
General De Gaulle, whose bid for power is strongly anti-Communist. Net result of 
De Gaulle's movement is to worry both Communists and major parties that hold of- 
fice. Communists recognize De Gaulle as an important enemy. Socialists and 
Catholic Liberals see a threat to their own position, a threat they must now 
meet by demonstrating an ability to run France without Communists and yet with- 


(over) 
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WORLDGRAM--, Continued) 


out embracing De Gaulle's conservative ideas. It's a hard assignment to handle. 


Trouble in France is closely related to the larger task of getting Europe 
as a whole back on its feet, with or without co-operation by Russia. 

Britain's situation isn't getting any better, is probably worse than it 
seems to be. You get an analysis of that on page 7. 

In Western Germany, there's gnly a slight stirring toward real production. 


U.S. and Britain are having difficulty in finding the resources and fixing the 
rules with which their combined zone can begin to organize export trade. 


Europe, without a revived German industry, has to limp along, can't be cer- 
tain of machinery and materials needed to get a restored prosperity. 

In the Mediterranean, Italy is unable to finance her own recovery, is shaky 
and in distress, despite moves to get her officially on a peacetime basis. 

The stubborn fact is that most of the world is forced to look to the U.S. 
for the means of rebuilding and for goods to ease the pressures of popular need. 
Just when the idea of Congress is to pass out dollars quite cautiously, then a 
new appraisal of weakness abroad shows up. You get the economic perspective in 
a significant speech by Dean Acheson, the Undersecretary of State. The text of 
his remarks is provided on page 4l. 











At present, United Nations is of little help, politically or economically. 

U.N. has no police force and little chance of getting one soon. 

U.N. machinery is geared to debate and discussion, not»to decisions. 

World Bank and Monetary Fund may help somewhat, but only if U.S. investors 
put their dollars into World Bank securities. Other currencies aren't demanded. 








It's Argentina's turn again to parade the power of food, to draw attention 
to her abundance of grain at a time when distant nations are begging for bread. 
It comes about this way: 

U.S. and Canada have pledged all available wheat to overseas relief. 

Australia currently has a small grain crop with few stocks in reserve. 

Argentina alone is in a position to meet Europe's preharvest needs. 

Once more Argentina's Peron finds himself in what he regards as the ideal 
bargaining position: the only supplier in a sellers’ market. 





On the political side, U.S.-Argentine relations show signs of improvement, 
give some evidence that each of these nations is ready to adjust its policies to 
a@ basis of accommodation with the other. You get an analysis of this on page 9. 


Latin America already has used up many of the dollars earned in wartime, 
and all 20 republics, except Argentina, are concerned about a dollar shortage. 

U.S. sales to Latin America are running at a rate above $3,000,000,000. 

U.S. purchases from Latin America tend to run far below that figure. 

Unfavorable balance for Latin America in 1947 may reach $1,000,000,000. 

There is hesitancy about buying less from the U.S. The British are unable 
to provide the goods Latin America requires to check internal inflation. Big 
worry is that Latin America now may be squeezed on all sides. That coulda happen, 
too, if the prices of major exports, such as coffee, fall faster than the prices 
of things that Latin America must buy from U.S. Loans to Latin America are 
getting increasing attention in Washington. 
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U.S. TIMETABLE FOR GRECO-TURKISH AID 
PUTS OFF EFFECTIVE ACTION UNTIL AUTUMN 


Appropriation of funds and approval of 


nominee to head mission are congressional 
barriers still blocking path of program 


Reported from ATHENS and WASHINGTON 


Timetable of U.S. aid to Greece and 
Turkey is beginning to take form. 

@ The schedule is to be slower than 
the Truman Administration, the British, 
or the Greeks expected. 

Approval by Congress of the $400,- 
000,000 program does not yet mean full 
speed ahead. What is being approved now 
is merely a legislative authorization to 
help Greece and Turkey. The money has 
still to be appropriated, in a separate bill. 

The President, who on March 12 asked 
for congressional approval of the program 
not later than March 31, now has an addi- 
tional hurdle to get over. He must obtain 
Senate confirmation for the man he nomi- 
nates to head the American mission to 
Greece. 

When the issues involved are contro- 
versial, as they are in this case, Senate 
approval of a presidential nomination is 
sometimes a lengthly process. 

The executive branch must await Sen- 
ate action on the top man before it can 
send him or his staff overseas. Though 
Government departments have spent the 
weeks since March 12 preparing for a 
quick move into the Greek chaos, they 
cannot convert their plans into action 
until the U. S. Senate says it approves the 
President’s choice of a head for the new 
mission Overseas. 

Only then will it be possible for this top 
man to decide how large a staff he needs 
in Greece, who should be on it, how it 
should tie in with the Greek Government 
and exactly what it should do. 

@ The wheels of Government can begin 

to turn cautiously, however, without wait- 
ing for Congress to appropriate the full 
$400,000,000. By borrowing an advance 
of $100,000,000 from the Reconstruc- 
tion Finance Corporation, the Administra- 
tion can get the program into motion. 

By June 1, thus, the head of the U.S. 
mission to Greece may be on the job in 


Athens, assuming the Senate approves 
his nomination promptly. The plan is for 
a skeleton staff of a dozen or so to accom- 
pany him. 

During July, the American staff in 
Greece is likely to reach full strength. 
This means about 90 experts and admin- 
istrators to deal with the Greek Govern- 
ment and economy and around 100 Army 
and Navy officers to supervise the mili- 
tary half of the program. Actually, a few 
U. S. officers are already in Athens, draw- 
ing up estimates of military supplies and 
equipment to be shipped when the money 
becomes available. 

In Turkey, where the program is 
limited to military aid, another group of 
officers will be in charge, under the gen- 
eral supervision of Edwin C. Wilson, 
U.S. Ambassador to Ankara. 





~—Harris & Ewing 


HE PICKS THE EXPERTS 
Assistant Secretary of State Peurifoy 





By July 31, the American missions to 
Greece and Turkey expect to begin draw- 
ing on the $400,000,000 requested by 
Truman early in March. Appropriation is 
counted on by then because Congress 
hopes to adjourn by the end of July. 

By early autumn, or at the latest by 
Thanksgiving Day, the new U.S. pro- 
gram overseas ought to be in full swing. 

But this assumes prompt action from 

now on by Congress, and better than 
average speed within the complicated 
machinery of the Washington bureauc- 
racy. The red tape normal to peacetime 
will have to be cut in order to move 
personnel, supplies and policy decisions 
from Washington to Athens within this 
schedule. 
@ Inside Washington, the executive 
branch of the Government has been 
getting itself geared up for emergency 
operations in Greece, while keeping a 
watchful eye on Congress. No one could 
be sure that opponents of the Truman 
program in the House of Representatives 
might not kill or at least cripple it. New 
restrictions by Congress, still possible 
during debate on the appropriation, could 
compel the Administration to change its 
plans drastically. 

A rough blueprint meanwhile serves 
as a basis for the Government's planning. 
The economic mission headed by Paul A. 
Porter, after two months in Greece at the 
invitation of the Greek Government, has 
provided a detailed report on what is 
wrong in that country. 

Because so many things are wrong with 
both the Greek economy and Govern- 
ment, no one department of the U.S. 
Government is equipped to prescribe all 
the remedies. 

A flurry of meetings all around Wash- 
ington therefore has proved necessary. 
Under the leadership of the State Depart- 
ment, experts from a dozen or more U. S. 
departments and agencies have been 
called into almost continuous session. 

Thus the program for Greece involves 
not only the Army and Navy, but financial 
experts from the Treasury, specialists on 
overseas trade from the Department of 
Commerce, advice on food production 
from Agriculture, trained men on civil 
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service and government administration, 
engineers who can plan the rebuilding of 
highways, bridges and canals, railroads, 
coastal shipping and communications, 
plus others who know how to apply con- 
trols to prices, wages and profiteering, 
plus still others who know how to admin- 
ister relief. 

In round after round of conferences, 
these U. S. specialists are hammering out 
plans with which the American mission to 
Greece can begin operations in Athens. 
Once there is general agreement on the 
plans, the conferees are to advise As- 
sistant Secretary of State John Peurifoy 
on how many Americans must go to 
Greece to administer all the programs, 
what qualifications such experts should 
have, how much they ought to be paid, 
and where they can be recruited. 

Hand-picked experts will be ready to 
staff the U.S. detachment in Athens, 
officials hope, soon after the head of the 
mission is approved. Some of the special- 
ists will come from industry, some will be 
borrowed from U.S. departments. All 
will be subject to special clearance by the 
Federal Bureau of Investigation. 

@ Action in Greece then is to begin on 
a dozen fronts at once. 

U.S. military advisers are to see that 
the armed forces of the Greek Govern- 
ment get whatever help is necessary to 
crush the guerrillas and restore order 
inside the country. Much of the American 


help will go to repairing transportation 
and communication systems. Mine- 
sweepers, for example, are needed to 
clear coastal waters so that shipping can 
carry supplies and men from one part of 
Greece to another while highways and 
bridges are being repaired. 

Tax experts are to come up with plans 
under which the Greek Government can 
collect more revenue than the present 
total of 65 per cent of prewar. Intentions 
are to raise income taxes at least 50 per 
cent and require business and profes- 
sional men to keep records as a basis 
for taxation. 

Budget experts are counted on to trim 
some of the fat off Government expendi- 
tures estimated for the year beginning 
July 1 at 200 per cent above prewar. 

Trade specialists are to put exports 
and imports under strict control, through 
a new agency to be headed by an Ameri- 
can. Imports of luxuries are due to be cut 
back. 

Experts on government are to advise 
the Athens officials how to reform and 
make efficient a civil service which the 
Porter report calls overexpanded, under- 
paid and demoralized. 

Campaigners against inflation are re- 
lied on to start an all-out assault. Con- 
sumer goods are to be shipped into 
Greece for supervised distribution. A 
currency commission is to supervise issu- 
ance of currency, watch bank loans and 


strike at speculation. Wages and prices, 
it is hoped, will come under increasing 
contre}. 

The engineers are to get busy at once 
on a minimum program of reconstruc- 
tion, involving highways and railroads, 
water systems, ports, canals and power 
stations. 

Farm and factory experts are expected 
to step up food production and distribu- 
tion, and help export industries get 
started. 

q@ A race thus is to begin soon between 
American experts and a situation inside 
Greece that officials say is rapidly going 
from bad to worse. 

- Power of the U.S. mission to entorce 
its ideas in Greece is vested in the 
$400,000,000. If Athens balks, the money 
can be cut off. 

Speed and duration of the Truman 
program, however, are less certain. Full 
force of the U. S. planning cannot be felt 
for months. Thus the job must be accom- 
plished between this autumn and June 30, 
1948. 

But if the U.S. needs to stay longer, 
Congress would have to authorize the 
extension next spring. Trouble is, this 
might injett the whole question into the 
1948 political campaign. The longer the 
delay now in getting started, in othr 
words, the greater the likelihood that the 
program will be subject to the uncertain- 
ties of a campaign year. 


HOW U.S. WILL GUIDE GREECE 
(Key Spots For American Experts) 
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BRITAIN’S ECONOMIC PLIGHT 





MAY FORCE LOAN IN 1948 


Rapid spending of borrowed dollars expected 
to confront America with alternatives of 
giving more aid or letting nation go under 


Reported from LONDON and WASHINGTON 


A financial crisis with world-wide re- 
percussions is rapidly shaping up in Brit- 
ain and is to come to a head in 1948. 

The U.S. Government is to be offered 
the choice of extending more help on a 
large scale or letting Britain go under 
and trying to maintain the world balance 
of power with Russia almost  single- 
handed. 

@) Britain’s dollars are running out much 
faster than anyone expected. The U.S. 
loan of $3,750,000,000, in July 15, 1946, 
was supposed to last three and one half 


years. It seems certain now that the loan . 


will be half gone by the end of the first 
year, probably all gone by the end of the 
second. 

Miscalculations at the time the loan 
was made are beginning to show up. 
The late Lord Keynes, who directed the 
British negotiations in Washington, ar- 
gued at the time that the terms were too 
severe to allow Britain a sufficient margia 
of safety. Some American officials now 
admit Keynes was right. 

Higher prices in the U.S. have shrunk 
the real value of the loan substantiallv 
since July 1946. First vear of the loan has 
coincided with the period of sharpest 
price rises in the U. S. 

Coal crisis in the United Kingdom last 
winter paralyzed many industries for sev- 
eral weeks; thus dealt a severe blow to 
the country’s capacitv to earn dollars. 
The fuel shortage has set Britain's export 
program back by $800,000,000. 

Deadlock over a _ peace settlement. 
meanwhile, is forcing Britain to spend 
scarce dollars for defense forces in the 
Mediterranean, occupation troops in Ger- 
many and the heavy cost of furnishing 
half the food imports for the U. S.-British 
zones in Germany. Altogether these com- 
mitments. are costing Britain the equiva- 
lent of $700,000,000 this year. 

Slow recovery in Western Europe is 
adding to the drain on Britain. The coun- 
try is spending dollars in the U.S. for food 
and other things which she formerly ob- 
tained from her neighbors. Britain’s favor- 


able balance of trade with Europe is not 
convertible into dollars. 

Floods and frost have added at least 
another $100,000,000 to Britain’s bill 
this year. Losses of livestock and crops 
must be made up by increased purchases 
from the U. S. 
€ British concern over the future now 
centers on July 15. After that date, Britain 
must pay out dollars instead of pounds 
for imports from the sterling area if her 
suppliers express that preference. That 
will add at least another $200,000,000 a 
year to the drain on Britain’s dollars. 

A tremendous drain exists potentially 

in the form of Britain’s sterling obligations 
totalling nearly $14,000,000,000. The 
British Government is insisting on a heavy 
scaling down of these obligations. If 
agreements for their orderly liquidation 
are not made soon, some of Britain’s 
creditors, especially India and Egypt, 
might make heavy demiands for dollars. 
Britain then would have to freeze such 
accounts or parcel out payments in small 
quantities. . 
@’. * new loan from the U.S. mav be 
souvht next vear, although Government 
leaders in both countries are reluctant, for 
political reasons, to discuss such a possi- 
bility now. 

Britain is to explore every other possi- 
bility before asking for another loan from 
the U.S. Such a loan would not be 
popular in either country. It- would be 
extremely difficult to obtain from an 
economy-minded U.S. Congress in 
presidential election year. | 

British economists are finding, how- 
ever, that alternatives to another loan 
from Washington are limited. 

World Bank may be called on for a 
loan. The Bank has the dollars but* is 
supposed to lend money only for specific 
projects for reconstruction and develop- 
ment. A general-purpose loan to Britain 
would be impossible unless s6me way 
around this restriction were found. Brit- 
ain has no blueprint for development, 
such as France's Monnet plan, which 
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THE LATE LORD KEYNES 
Time vindicated his argument 


might be eligible for a loan from the 
World Bank. 

International Monetary Fund could be 
tapped for $325,000,000, at a high rate 
of interest, but that amount would barely 
take care of two months’ expenditures. 

Imports, now drawing dollars out of 
Britain faster than she can earn them, 
cannot be cut much below the present 
rate. Half of Britain’s imports this year 
are food and supplies for agriculture. 
These already are nearly at rock bottom. 
Most of the other half consists of essen- 
tial raw materials, supplies and equip- 
ment for industry. A little may be saved 
by cutting tobacco imports, but the sav- 
ing is only a drop in the bucket. 

Withdrawal from costly commitments 
abroad would ease a heavy burden from 
Britain but would raise serious problems 
of world strategy for the U.S. In such an 
event, the U.S. would have to take over 
the job of maintaining order in the Near 
East and of financing the British zone of 
Western Germany. 

Complete abandonment of most of her 
international obligations would be the 
only course left for Britain if everything 
else failed. That would mean a British 
withdrawal from most of the U.S. sys- 
tem: from the International Trade Organ- 
ization, from the Food and Agriculture 
Organization, from the World Bank, from 
the International Monetary Fund, etc. 

Britain then would resort to rigid trade 
restrictions and economic controls in an 
effort to revive. This solution is so drastic 
that it is not even being discussed public- 
ly by British officials. Privately, they ad- 
mit the possibility cannot be ruled out. 

The certainty is that the coming crisis 
in Britain must be faced within a year. 
To head it off, the British may be forced 
to spend less dollars by cutting their 
participation in world affairs, or to seek 
more dollars through another U. S. loan. 
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U.S. CONSIDERS REVIVING 
GERMAN MERCHANT MARINE 
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Under proposed plan, defeated nation would 
get 75 Liberty ships to carry food supplies, 
thereby cutting down costs of occupation 


A revived merchant marine for Ger- 
many now is being seriously considered 
by the U.S. Government. 

The plan, first suggested by Herbert 
Hoover after his survey of European 
occupation, calls for the United States 
to send 75 Liberty ships to Germany to 
be operated as food transports by Ger- 
man crews. The idea has advanced be- 
yond the discussion stage. The U.S. 
War and State departments have agreed 
on a proposal and a bill will be brought 
into Congress soon. 

@ Feeding Germany at less cost to the 
U.S. is the objective that lies behind the 
shipping plan. 

Food costs about $330,000,000 a year 
by the time it is collected, shipped to 
Germany and distributed to a population 
that is overcrowding that country. 

Shipping costs included in that food 
bill amount to about $41,000,000 in 
freight charges alone. Freight rates from 
Atlantic ports to the German port of 
Bremen go as high as $13.70 a ton for 
bulk grain. 

A savings running into millions is 
predicted by advocates of the plan if 
Germany can haul her own food and 
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avoid the freight charges. Further sav- 
ings are seen if the same ships haul ferti- 
lizer and industrial raw materials. 

@ Drawbacks to the plan are being 
cited, however, even before it gets well 
advanced. 

Shortage of ships is the first obstacle, 
The U.S. shipping pool is running short 
of ships in fit condition at the very time 
when sales to other countries and char- 
ters to U. S. operators are on the increase. 
Some experts say Germany could do the 
food transporting job with 46 ships, 
rather than 75. Thirty-five Libertys soon 


are to be returned to the U. S. by Britain. 


U.S. shipping companies have re-es- 
tablished lines between American ports 
and Bremen since the war ended. Turn- 
ing ships over to Germany would mean 
a loss in freight revenue to these com- 
panies. 

U.S. seamen also would be affected. 
Seventy-five Liberty ships require crews 
totaling 3,300 seamen. If the ships are 
turned over to Germany, these jobs will 
go to Germans. 

Operating technicalities would have to 
be worked out. Under one plan, the U. S. 
would retain title to the ships, with own- 





~—British Official 


PORT OF HAMBURG, 1945: The war also cost Germany her merchant fleet 
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ership lodged in the Military Govern- 
ment. Under this circumstance, an act 
of Congress would be necessary to per- 
mit the manning of U.S.-owned ships 
with crews of another nationality. This 


and other problems are being worked .- 


out now by Government agencies in 
Washington. 

@ Trade expansion for Germany as now 
envisaged in the export-import program 
for the U.S. and British zones will raise 
shipping requirements far beyond the 
capacity of the 75 vessels now being 
considered. 

In two years, it is estimated, imports 
into Western Germany from overseas 
will rise to a volume of about 10,000,000 
tons. The 75 ships, at capacity, could 
carry about 5,000,000 tons a year from 
Atlantic ports to Bremen and Hamburg. 
Thus, expanding trade would leave about 
half the German import tonnage to be 
handled by ships of other nations. 

Prewar Germany had a_ merchant 
fleet of 4,480,000 gross tons. That fleet 
netted the Germans about $100,000,000 
a year in earnings, which paid for 5 per 
cent of the country’s imports. But it has 
been sunk, captured by Allied countries 


‘or. distributed among them as repara- 


tions. 

Now the German merchant fleet stands 
at 165,526 tons of old ships under 1,500 
tons each. They are good only for coastal 
trade. 

Without ocean-going ships of her own, 
Germany would have to pay to other 
nations at least $100,000,000 for carry- 
ing needed goods to Germany. That 
amount could be earned only by addi- 
tional exports. 

As things now stand, Western Ger- 

many is expected, at the best, to balance 
exports and imports after three years of 
U.S. and British pump priming. Repay- 
ment by Germany of the more than 
$1,000,000,000 to be used for that pur- 
pose will be controlled, to an extent, by 
the size of the freight bill charged against 
her. Because of the loss of eastern terri- 
tory to Poland, Germany is dependent 
upon world trade to a much larger extent 
than before the war. 
@ Europe’s recovery is closely tied to 
Germany, and advocates of the ship plan 
want to reduce the strain on the German 
economy, thereby hastening the day 
when normal trade relations’ can be re- 
sumed. But the merchant marife envis- 
aged in the plan under discussion would 
be only a token of Germany's prewar 
fleet. The old German lines would not 
return to business. It is apparent that the 
time when Germany will regain the role 
of a major competitor in the world freight 
market is not in sight. 
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ARGENTINA AND U.S. DRAW CLOSER TOGETHER 


Washington's switch in tactics from outspoken 
threats to quiet persuasion improves relations. 


Peron seeks arms and unity against communism 


Reported from BUENOS AIRES and WASHINGTON 


Argentina and the U.S. now are whit- 
tling down the political wedge that has 
held them apart since 1941. Closing of 
the breach, when accomplished, is to open 
the way to agreement among the Ameri- 
can republics on joint defense of the West- 
ern Hemisphere. 

Argentina's expressed desire to line up 
with the U.S. in a world splitting into 
Communist and non-Communist camps 
1s One major factor. Argentina's desire for 
U.S. equipment for her antiquated 
Army is another. 

On the U.S. side, a switch in tactics 
trom outspoken threats to quiet per- 
suasion is making for improvement. And 
influential leaders in the U.S. believe the 
U.S. should strengthen its world position 
by working for a united front in the West- 
ern Hemisphere. 

Improvement, thus, is taking place de- 
spite actions and policies of President 
Juan D. Peron that tend to stir up resent- 
ment inside the U. S. 

@ An indication of Argentine desire to 
go along with the U.S. is her about-face 
on the subject of commercial aviation. 

The two countries tried last autumn to 
negotiate a commercial air agreement. 
But Argentina demanded a 50-50 division 
ot traffic and other provisions the U. S. 
opposed. So the negotiations broke off. 

Argentina .ucceeded in making air 
agreements on her own terms with the 
United Kingdom and some other coun- 
tries. But elsewhere she was unable to 
put over her ideas. The U. S., meanwhile, 
made air agreements with more than 30 
countries. Argentina, thus, was sitting on 
the outside, with Russia and a few other 
noncontormists. 

Now Argentina has come around to the 
US. view. 

“Signature of « civil air agreement 
eliminates one of the most important sore 
spots in relations,” reports Bernard S. 
Redmont, staff correspondent of World 
Report, in a dispatch from Buenos Aires. 

“Chairman James M. Landis of the 
Civil Aeronautics Board, who carried a 
special message from President Truman 
to President Perén, said after talking with 
Peron that he thought the aviation agree- 
ment ‘has definitely brought nearer the 


Rio de Janeiro conference’ on Hemi- 
sphere defense. 

“Another U.S. official said: ‘Before 
this agreement, they just didn’t talk our 
language. Now we can see a basis for 
agreement on other questions, too.’ ” 
@ Progress is being made toward heal- 
ing the sorest spot that remains—Argen- 
tina's actions under her promise to eradi- 
cate Nazis and Nazi influences. 

Because of non-co-operation in the war 
effort, Argentina had been barred from 
the inter-American conference at Mexico 
City in 1945. Soon afterward, however, 
she subscribed to the acts passed at the 
conference. 
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Actions toward compliance, most of 
them taken since Perén became constitu- 
tional President, have removed two of 
the main sources of objections by the 
U.S. 

Axis schools and institutions have 
been closed or taken over by the Argen- 
tine Government. 

Key German firms have been seized. 
These include about 60 companies that 
the U.S. State Department considers 
“Nazi-spearhead” firms, with assets val- 
ued at $64,000,000. 

Only barrier left is the fact that some 
Nazis still remain. Crewmen of the pocket 
battleship Graf Spee and of two sub- 
marines have been returned to Germany. 
Forty-two other Germans have been sent 
back home. 

The U.S. contends that 25 more Ger- 
mans, including some key men, now 
should be repatriated. Particular impor- 
tance is attached to Johannes Becker, who 
was Hitler's No. 1 spy in South America, 
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FIRST FAMILY OF ARGENTINA: Totalitarian threat or anti-Communist bulwark? 
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PROGRESS TOWARD U. S.-ARGENTINE 






already strained relations between 


/-_ 


and Hans Harnisch, also a top espionage 
agent. 

Argentine police say that a dozen of 
the wanted Nazis now are under arrest 
and that the others are being sought. 

If Becker, Harnisch and most of the 

other Nazis are made available for de- 
portation, the U.S. is to consider Argen- 
tine compliance on this point “substan- 
tial.” The U.S. then will withdraw its 
objections to signing an inter-American 
pact of defense along with Argentina, and 
the way will be open for the holding of 
the Rio conference. 
@ Other American republics want to 
hold the Rio conference as soon as pos- 
sible. They desire the protection of the 
mutual-defense pact. 

In 1945, the American republics 
adopted an agreement providing for mu- 
tual defense during the war. They agreed 
to meet at Rio de Janeiro that autumn and 
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PERON ELECTION set off this demonstration early in 1946. 
Open opposition to his candidacy by the U.S. added to 
the two countries. 
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RUSSIAN SHIPS (The Sakhalin is shown in Buenos Aires) 
had a brief heyday. Soviet-Argentine friendship cooled 
and the Soviet trade mission gave up and went home. 


free 


draft a permanent pact for defense against 
aggression. But U.S. unwillingness to 
sign such a pact with Argentina has pre- 
vented the holding of the conference. 

q@ U.S. policymakers, meanwhile, are 
preparing to ask Congress to enact the 
Inter-American Military Co-operation 
Act, sometimes called the Truman Plan. 
They consider this plan the key to de- 
fense under any plan adopted at Rio de 
Janeiro. 

Standardization of equipment, training 
and doctrine throughout the Hemisphere 
on U.S. lines is the objective of the 
Truman Plan. If the bill passes: 

Canada and the Latin-American coun- 
tries will be able to buy equipment from 
the U.S. in such quantities and on stich 
terms as the President considers advisable. 

Training missions from the U.S. will 
continue their work with armed forces in 
Latin America. 
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ANTI-PERON SPOKESMAN, Ambassador Braden (right, 
with ex-Secretary of State Byrnes) had been recalled before 
Perén‘s election. Question was would his policies continue? 
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U. S$. LABOR LEADERS found fault with Argentine labor 
laws. Consensus was Perén borrowed trouble in inviting 
laborites to inspect his closely controlled unions. 


Selected officers from Canada and 
Latin America will study in the U. S. 

U. S. military experts believe that, even 
in an atomic war, it will be necessary to 
have local defense against invasion and 
against revolutions incited by non-Ameri- 
can powers. The Truman Plan, they be- 
lieve, would facilitate defense of this 
kind. 

A political objective also is in the 
minds of U.S. policymakers. In Latin 
America, armed forces often control poli- 
tics. Before the war, many of these forces 
were trained by Germans and other 
Europeans. Latin Americans absorbed 
political ideas as well as military training 
from them. U. S. officials don’t want this 
to be repeated. 

@ Handicaps to full settlement of dif- 
ferences have been apparent in both the 
U.S. and Argentina. 

U. S. officials, while agreeing as to ob- 
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RUSSIAN FAVOR grew with U.S. disfavor. This trade mis- 


sion shown after reaching Buenos Aires, came from Moscow 
to arrange ambitious program of exchange of commodities. 
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FRIENDLIER ATMOSPHERE surrounded U. S. 
under Ambassador Messersmith’s policy of quiet persuasion. 
He is shown (left) smilingly shaking hands with Peron. 
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ARGENTINE TRADE, both domestic and international, has Perén to qualify for U.. friendship. Civil eviction agree 
totalitarian overtones. Government controls are maintained Peron to qualify for U.S. friendship. Civil aviation agree- 


from the desk of Perén’s economic planner, Miguel Miranda. ment 


jectives, have differed as to methods. 
Assistant Secretary of State Spruille 
Braden, who clashed with Perén while he 
was Ambassador in Buenos Aires, has 
favored outspoken condemnation to drive 
Argentina into line. 

George S. Messersmith, who succeeded 
Braden as Ambassador, has been using 
quiet persuasion. When he _ reached 
Buenos Aires, a Russian mission was get- 
ting prime attention from Peron. Argen- 
tina was beginning to ship linseed oil to 
Russia. But not long after Messersmith 
arrived, the Russians began to take a back 
seat. Now, Perén has oriented his policies 
toward the U. S. 

Braden had the support of James F. 
Byrnes, former Secretary of State. Under- 
secretary Dean Acheson sees eye to eye 
with him on Argentine policy. Messer- 
smith has the backing of influential 
Senators. 


The attitude of George C. Marshall, 
new Secretary of State, has not been 
disclosed fully. Matters involving Europe 
have virtually monopolized his time. But 
in interdepartmental conferences on the 
Truman Plan, Marshall has substituted 
Assistant Secretary John Hilldring, an 
advocate, for Braden, an opponent of the 
plan. 

Argentine actions frequently embar- 
rass U. S. officials working toward agree- 
ment. An invitation from Peron to a U. S. 
labor delegation to look over Argentine 
unions backfired. Perén’s attacks on the 
independent press of Buenos Aires have 
hurt him in the U.S. Argentina’s refusal 
to join in world food and relief plans 
and insistence on high prices for food 
exports have made an unfavorable im- 
pression. 

Now, further embarrassment is being 
caused by plans of Perén’s wife to visit 


was signed by Messersmith at this 


ceremony. 


Dictator Francisco Franco of Spain and 
by the fact that Vittorio Mussolini has 
found a welcome in Argentina. 

Widespread distrust of Perén extends 
to some high officials of the U. S. Oppon- 
ents of Peron look upon him as a totali- 
tarian. They believe he has warlike ambi- 
tions. They think he intends to forge an 
anti-U. S. bloc in South America. 

On the other side, there is the belief 
that Pergn’s internal policies are of no 
concern to outsiders. Many officials and 
businessmen of the U.S. look upon Ar- 
gentina as a huge market for U.S. goods 
and as a strong collaborator against ag- 
gression and communism. So they believe 
the U.S. and Argentina should get to- 
gether. 

Indications now are that the two coun- 
tries will get together as soon as Argen- 
tina finishes rounding up and deporting 
certain Nazis. 
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BOOM DEVELOPS IN SOUTH AFRICA’S TRADE 


Gold-rich Dominion spends big sums overseas 
for heavy machinery and consumers’ goods. 
U.S. may replace Britain as principal supplier 


The Union of South Africa is fast de- 
veloping into a traders’ paradise. 

An ambitious program of industrializa- 
tion and expansion is being pushed. Im- 
ports are climbing toward new highs. 
Capital is flowing into the country from 
many points overseas. And governmental 
curbs on business have been cut to a 
minimum. 

Both the U. S. and Britain are showing 

increased concentration on the South 
African market, with Britain hard pressed 
to hold her traditional place as its leading 
supplier of goods. 
@ Purchasing power is the magnet, and 
South Africa possesses it in a way that 
few other nations now enjoy. Her cur- 
rency is “hard,” or acceptable anywhere, 
unlike the depreciated money of so many 
countries that cannot be used in world 
trade. 

Gold makes the currency “hard.” South 
Africa produces almost 12,000,000 ounces 
of the metal a year, and it was never in 
stronger demand. The U. S. price on gold 
is $35 an ounce, but it has been bringing 
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$82 in India, $65 in Egypt and $86 in 
Palestine. 

The gold production represents almost 
half the world’s output. The industry 
forms the basis of the Union’s economy, 
providing work for 82 per cent of the em- 
ployed population. 

New bonanzas, discovered since the 


end of World War II, promise to produce. 


even richer yields than the existing fields. 
They give assurance that the Union is to 
be well supplied with gold for years to 
come. 

@ Development of the new gold mines, 
a huge project that is to require at least 
six years, represents only one phase of 
the expansion program on which South 
Africa is embarking. 

The iron industry is being expanded 
to produce 1,000,000 tons a year, or twice 
its present rate. An order has just been 
placed in the U.S. for a slabbing mill 
and accessory equipment valued at be- 
tween $20,000,000 and $25,000,000. The 
expansion program is to entail the ex- 
pendifure of $60,000,000 in three years. 
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SOUTH AFRICAN GOLD MINE: Anchor to windward in a gilded boom 
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Coal production is being enlarged. The 
world shortage of the fuel is spurring 
South Africa to exploit large reserves that 
long have been underworked. | 


Copper and lead mines also are plan- 
ning increased output. World demand for 
both metals is strong now, and South 
Africa enjoys the advantage of much 
lower mining costs than prevail in other 
parts of the globe. 

Construction projects are multiplying. 
One program, involving approximately 
$120,000,000, calls for the building of 
634 factories and 199 commercial struc- 
tures by 1950. In addition, there is the 
big need for housing at the mining 
centers. 

Irrigation systems are being planned 
on a big scale to aid agriculture. 

New industries are springing up and 
older ones are growing. Optimism pre- 
vails in virtually every line. 

@ Needs that South Africa must meet 
to keep the program moving at its ac- 
celerated pace cover a wide range. 

Mining equipment is essential to in- 
crease production at developed mines, to 
get new mines into operation and to 
replace equipment overworked during the 
war. 

Industrial machinery, both heavy and 
light, has another high priority. 

Railroad equipment requirements are 
estimated at 5,000 freight cars, 2,000 
passenger cars and 300 locomotives over 
the next several years. 

Autos and trucks are in demand, and 
there is an increasing call for tractors to 
improve the country’s agricultural po- 
sition. Motor vehicles made in the U. S. 
are preferred to those made in Britain. 
This is due to the South African high- 


ways that demand the heavier-type car. . 


Consumer goods continue short in 
many lines, due to scarcities resulting 
from the war. 
q| Chief rivals in the competition to sup- 
ply these trade needs are Britain and the 
U.S. Together they account for a lion’s 
share of South Africa’s imports. In 1946, 
Britain shipped to the Union goods worth 
$264,000,000, while the U.S. total was 
$228,000,000. 

Britain regards South African markets 
as even more important this year because 


.of Britain’s pressing need for dollar ex- 


change. The recent visit of King George 
and the royal family to the Union was 
not without commercial significance. By 
the end of the tour, British traders were 
cheered by reports that $160,000,000 in 
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South Africa: A Thriving Trade With The U.S. 
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1941 


$66,181,000 


: 
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$88,443,000 





$1 28,847,000 


$88,953,000 


1945 IMPORTS $131,120,000 
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$103,830,000 


$16,980,000 


194g Suuaulk $78,000,000 


EXPORTS 


orders for British-made goods had piled 
up during its course. 

U.S. interest is reflected in the en- 
largement of subsidiaries and trade out- 
lets in South Africa and in improved sea 
and air transport between the two coun- 
tries. Some trade analysts believe that the 
U.S. may oust Britain from the No. 1 po- 
sition in the market this year, with sales 
to the Union running as high as $300,- 
000,000. 

Trend in South Africa’s market has 
been more favorable to the U.S. than to 
Britain. Supplying only $70,000,000 of 
the Union’s imports in 1938, the U.S. 
now is furnishing more than three times 
that amount. During the same period, 
shipments. of British goods to South 
Africa have not quite doubled. 

Other nations competing for a share 
of South Africa’s trade include Canada, 
Belgium, Sweden and Italy. Canada 
ranks after Britain and the U.S. in the 
Union’s trade and is making gains. Her 
exports to South Africa last year amount- 
ed to $48,000,000, an increase of 100 
per cent over 1945. 

@ A continuing boom, as well as the 


success of the industrialization, is going 


to depend on South Africa’s ability to at- 
tract a substantial amount of capital in- 
vestments from other nations. 

An encouraging start has been made 
in this direction. It is estimated that in 
the last few months British investors 
alone have placed the equivalent of 
$400,000,000 in South African enter- 
prises. 

The U.S., Canada, France and the 
Netherlands also are in the field, for the 
size of the expansion program makes it 
impossible for the Union to rely on its 


$150,575,050 


customary sources of capital at home and 
in London. Formation of a $20,000,000 
company to help work the new gold fields 
is the biggest U.S. venture to date, and 
it represents the first capital investment 
of major size to be made by the U. S. 
in South Africa in many years. 

@ A danger that South Africa may over- 
extend herself is seen by some analysts, 
although they do not expect an end to 
the current boom for several years. 

Population is cited as an important 
factor in the long-range picture. The 
Union has some 11,000,000 inhabitants, 
or only a little less than Canada. How- 
ever, only 2,200,000 are of European 
descent. Native Africans, the Bantus, 
number some 7,700,000, and there are 
another 1,200,000 of Asiatic or mixed- 
race Origins. 

Incomes of the non-Europeans are 
small, tending to put a limit on the size 
of the market that exists for goods im- 
ported or goods produced at home. The 
Bantu natives who work the mines, for 
example, are paid an average of 53 cents 
a day, plus food, quarters, etc., so they 
have little buying power. Natives who 
farm have even less. 

Exports of South Africa’s new manu- 
facturers to neighboring countries, are 
limited by the same lack of buying power. 
@ A contrary view of the situation is 
taken by others, who regard the boom as 
the spontaneous development of a com- 
paratively young nation rich in natural re- 
sources. 

Evidence that the growth is a sus- 
tained and healthy one, it is argued, may 
be found in the fact that South Africa 
has tripled the output value of local man- 
ufactures since 1929 and increased im- 
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ports almost four times, yet still has a 
long list of unfilled needs. 

Industrial expansion so far is a long 
way from filling that gap and making 
the Union more nearly self-sufficient. For 
example, it is estimated that by the time 
the iron and steel industry doubles its 
present capacity, South Africa is to need 
from 50 to 100 per cent more of those 
products than she produces. 

Importance of the new gold fields is 
stressed again and again as a reassuring 
factor. Apart from the intricate mine 
plants, development of the fields involves 
the construction of whole new cities and 
transport facilities. The long-range char- 
acter of these and related projects is be- 
ing looked upon as a guarantee that 
the entire program of expansion has 
sturdy anchors to the windward. 

@ Immediate outlook, in the oninion of 
most observers, is that South Africa is to 
offer attractive opportunities for trade for 
at least the next several years, especially 
in durable goods. In the case of consumer 
goods, much is to depend on price trends. 
Buyer resistance has been growing to 
prices on some items now in more abun- 
dant supply at retail levels. It has not ex- 
tended to scarce items and luxury goods. 

As for the industrial expansion now 
under way, there seems some ground for 
the belief that a shake-out is due ulti- 
mately. The basis of many enterprises is 
purely speculative, financing methods are 
not always sound, and business practices 
in important instances are on the monopo- 
listic side. However, the elements of sta- 
bility in the over-all picture are so numer- 
ous that a serious check to South Africa’s 
development is not indicated in the fore- 
seeable future. 
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COUNTRIES THAT HAVE DEFAULTED ON BONDS 
MUST RESTORE CREDIT TO GET DOLLAR LOANS 


U. S. investors and World Bank take position that 
arrangements should be made to service old 
debts before new applications can be approved 


Countries that have defaulted in the 
payment of government-guaranteed bonds 
held by U.S. investors now are to make 
a new effort to settle up those loans. 

Behind the activity is accumulating 
evidence that countries with bad credit 
records in the U.S. will have difficulty 
getting dollar loans from the World Bank 
or from private capital in the United 
States. 

World Bank members want dollars to 
finance recovery programs or to finance 
development projects held back by the 
war. But many potential borrowers are 
on the list of countries whose securities 
make up more than $1,500,000,000 in 
defaulted bonds held in the U.S. 

Now, such countries are looking for 

ways to settle their old bond issues so 
they will have a better chance of getting 
new loans. They want to be in line among 
members hoping to follow France, which 
has just received a $250,000,000 credit 
from the Bank. 
@ The result is that the backlog of 
bonds of other countries on which pay- 
ments have not been maintained may be 
cut down. But it will be a long time 
before many issues can be adjusted or 
redeemed. 

Belgium has just announced a pay- 
ment to U.S. holders of City of Antwerp 
bonds which clears that issue of default 
and improves Belgian credit in the New 
York market. 

Colombia is arranging for new issues 
by six of its departments and two of its 
cities to replace $73,000,000 of bonds in 
default. One protective committee of 
U.S. bondholders has notified its mem- 
bers that it will recommend acceptance 
of the Colombian plan when a formal 
offer is made. 

Mexico soon will begin making pay- 
ments to U.S. holders of Mexican Rail- 
way bonds, which have been in default 
for 32 years. The adjustment plan, 
worked out some months ago, figures in 
the favorable consideration being given 
to Mexico’s application for a World Bank 
loan. 
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Chile is working on a new plan to 
submit to U.S. and British investors who 
are dissatisfied with the payments that 
country has been making on its defaulted 
bonds. The Chilean Treasury has been 
meeting only about 25 per cent of its 
obligations. Bondholders, who think the 
payments could be increased, have been 
influential in delaying approval of Chile’s 
application for an early loan of $40,- 
000,000 from the World Bank. 

Peru recently passed a law authorizing 
resumption of payments on $85,000,000 
of defaulted bonds held by U.S. inves- 
tors. But protective committees of bond- 
holders have objected to the proposed 
terms and no negotiations have yet been 
begun. 

@ For the World Bank the problem is 
that borrowers want U. S. dollars. Of the 
Bank’s capital, less than one tenth is in 





_ The U.S. Market 
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U.S. dollars. The rest is in the currencies 
of the 43 other members. 

To obtain dollars, the Bank is planning 
to offer its own bonds this summer or 
autumn for sale to private investors in 
the U.S. Many of the prospective buyers 


‘are the same individuals, banks and in- 


surance companies that still own de- 
faulted bonds of countries that are mem- 
bers of the World Bank. 

To get a receptive market for its se- 

curities, the Bank is making its first 
loans to countries with excellent credit 
among U.S. investors. Members now 
know that the initial credits will use up 
most of the Bank's dollars before the 
proceeds of bond sales come in. And the 
sale of bonds is going to depend on what 
the managers of private capital think of 
the credit of Bank members who might 
benefit from loans. 
@ The Bank's policy on loans :s laid 
down by its 12-man board of directors, 
several of whom represent defaulting 
countries now eager for new. dollar 
loans. 

Some of those countries argue that cir- 
cumstances are different today than they 
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were when the earlier debts were con- 
tracted. They point especially to the high 
rates of interest charged for bonds issued 
during the boom of the ’20s. Such obli- 
gations, they contend, should not be 
considered in weighing applications for 
new loans. 

But private bankers who have been 
asked to help raise dollars for the World 
Bank feel that some satisfaction must be 
given to the holders of defaulted bonds 
guaranteed by governments that now 
want to borrow from the World Bank. 
@ The ravages of war prevent immedi- 
ate adjustment of all the bond issues in 
default. 

Of the Axis nations, only Italy has been 
admitted to membership in the Bank, 
but she is unlikely to get an early loan. 
Italian bonds sold for $102,000,000 are 
in complete default, as are $353,000,000 
_of German bonds and $283,000,000 of 
Japanese bonds. Together these issues 
make up almost half of the securities in 
arrears. 

Among the other countries whose 
territories were in the path of battle, 
France, Belgium, Norway and Finland 
have been making payments according to 
terms of their original contracts for loans. 
@ The total owed U. S. investors at the 
present time for bonds issued or guar- 
anteed by other governments amounts to 
about $4,500,000,000. Of that, Canada 
is keeping up payments on more than 
$1,500,000,000. 

The accompanying charts show where 

and when the balance of almost $3,000,- 
000,000 was invested. 
@ Private loans through bond issues SU 
floated in the U.S. directly by the bor- sqrateunennagy gn gutt nnn 
rowing governments are to take some of 
the load off the World Bank. But, in spite 
of the excellent credit enjoyed by a few 
countries, such loans are being-held to a 
minimum because of reluctance of in- 
vestors to buy any but domestic bonds in 
a period of world uncertainty. 

Australia and Norway already have 
tested the U.S. market for their bonds, 
and have been highly successful with } 
modest issues offered at favorable rates MTT \ seo 
of interest. The Netherlands soon is to inn be 
offer an issue of $20,000,000 of bonds. wt Tit seaman 
But for larger sums and whese risks ‘ Titty Ha 
are greater, governments are being re- 
ferred to the World Bank. 

@ Activity in world finance, it is appar- 
ent, is being held in check by the un- 
certainties arising from the relations be- 

tween the U.S. and Russia. There are, uuenetnnit at 
however, substantial reservoirs of wealth iuiiarngee ! 
in the U.S. waiting for attractive in- 

vestments. 

To qualify for such investments, many 
governments are making new efforts to Tn ee tate 
get back in the good graces of U.S. Th ae : ee bret 
investors. Wherever they hope to obtain th as : a ’ 
dollars, they know that a prerequisite of : 
loans is to be evidence that they have | t| A 
made some progress toward settling their d il me 
debts to U. S. holders of defaulted bonds. 
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How a U.S. Businessman 


Can Buy From Germany 
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TRYING TO BUY IN GERMANY 


Private business encouraged to make purchases 
from manufacturers in U.S. and British zones, 
but restrictions complicate and delay deals 


Reported from BERLIN and WASHINGTON 


The United States Government is try- 
ing to sell American businessmen more 
goods made in Germany. 

Under plans sponsored by Washington, 
the U.S. may take a vital 10 per cent of 
Western Germany's exports by 1950. But 
trade now is slow. 

It still is not easy to buy in Germany. 
Small firms are at a disadvantage. Lack of 
a dollar value for the mark blocks trade; 
substitute schemes for exchange are 
laced with red tape that restrains trade. 
@ What can be bought in Germany now 
for the U. S. market are toys, hops, chem- 
icals, optical instruments, cameras, ceram- 
ics and costume jewelry. 

German labor, product of a highly in- 
dustrialized nation, is looking for work. 
Americans now in Germany are planning 
to buy this labor by sending in raw ma- 
terials for watches, musical instruments 
and other items of trade. Finished, goods 
would go to the U. S. or to markets where 
sound currency is available. 

Skilled workers are prepared to in- 
crease the variety of Germany's exports to 
the U.S. on demand. The U.S. and 
British authorities, planning, controlling 


and promoting Germany's export drive, 
are out to increase this demand. 

@ How to buy in Germany is outlined 
in the chart on these pages. But actual 
transactions are not that simple. Here 
are the details: 

Experienced buyers, or Americans 
who have the names and addresses of 
German suppliers now may correspond 
directly with German firms or individuals 
regarding availability, specifications, de- 
livery dates and other commercial de- 
tails, except price, by direct mail. Mili- 
tary censorship inside Germany, how- 
ever, may hold up mail from outside Ger- 
many as much as 50 days. 

Current regulations do not permit buy- 
ers to hire a German representative, set 
up an office in Germany or make other 
permanent arrangements for business. 
German businessmen, now forbidden to 
leave the country, are soon to be permit- 
ted to go to the U.S. on special trade 
missions, but in limited number. 

Big buyers, therefore, are trying to 
get their representatives into Germany. 
In theory, this is. possible. In fact, the 
agents of some large U. S. firms still are 
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waiting for War Department permits be- 
cause the Joint Export-Import Agency is 
not satisfied with their business proposals. 

Only 100 U.S. businessmen at a time 
are permitted to travel in Germany under 
the auspices of the Joint Agency. About 
250 have reached Germany to place 
orders and to fight their shipments 
through since the trading program began. 

Once inside the country, U. S. business- 
men are virtually the guests of the Army, 
Special offices for visitors operate in the 
principal cities of the combined zones. 

The chosen 100 get their meals at of- 
ficers' messes for a dollar a day. Hotel 
rooms are assigned at $2 a day. 

Transportation for businessmen is 
booked on railways or on Air Transport 
Command planes. If the buyer takes his 
own car to Germany he can buy gaso- 
line at 11 cents a gallon. He can hire an 
Army jeep, with a U. S. soldier chauffeur, 
for $1.50 an hour or $25 for 24 hours. 

Communications with the U.S. are 
provided at eight Army centers. Calls to 
the U. S. are limited to six minutes. Radio 
and cable facilities are available. 

New buyers who wish to establish 
contacts in Germany may obtain infor- 
mation on German suppliers from the 
Department for Foreign and Interzonal 
Trade, Office for Economic Administra- 
tion, at Minden. 

Small buyers who cannot send a rep- 
resentative to Germany must expect long 
delays in reaching the contract stage. 

German firms are not permitted to 
send samples of their wares direct to pro- 
snective buyers outside Germany. The 
United States Commercial Company 
maintains a small showroom in New York 
to display products manufactured in Ja- 
pan and in the U.S. zones of occupation 
in Germany and Austria. If the Joint Ex- 
port-Import Agency approves, a sample 
may be sent by the manufacturer through 
the Agency to this showroom. 

In addition, the Joint Agency at Min- 
den may make purchases for the U.S. 
buyer, but this also is a complex process. 


Price agreements can be reached only 
through the Joint Export-Import Agency. 
In addition, the German supplier must 
get approval of the economic ministry of 
his provincial government and the Ger- 
man bi-zonal trade authorities at Minden. 

Price yardstick for the Agency exports 
is the current world price. 

Payment is not a simple transfer of 
cash or credit between buyer and seller. 

For all goods to be delivered within 
two months the U.S. buyer must deposit 
dollars in the account of the Military 
Government for Germany with the Fed- 
eral Reserve Bank. Payment must be in 
the form of a letter of credit, which may 
be turned into cash when confirmation of 
delivery is received. 

Payment thus made is credited against 
the dollars owed the U.S. for food and 
raw-material supplies by the provincial 
government in the area where the Ger- 
man factory is located. 

The German supplier, after delivery, 
collects his payment in marks from the 
provincial government. The amount he 
gets is based on the internal prices for 
such goods plus any additional costs for 
goods prepared for export. 

Delivery is made at a German port, 
a German frontier station or a German 
airport. It is up to the U.S. buyer to ar- 
range .transportation from the delivery 
points to his markets. 

@ Processing deals, through which U. S. 
businessmen try to use German know- 
how, follow a different pattern. U. S. 
manufacturers with access to raw materi- 
als or to markets where demand is high 
are taking proposals to the Joint Agency. 

Under a plan financed by Reconstruc- 
tion Finance Corporation loans, textile 
factories in Western Germany have been 
working on 50,000 tons of U.S. cotton, 
selling finished goods in European mar- 
kets. An additional 40,000 tons is to be 
bought through the Joint Agency about 
September | if present plans prevail. 

@ Chief drawback to the present sys- 
tem of trade is that long delays keep many 





U.S. businessmen out of the market. 

One member of a group of 11 U.S. 
businessmen recently returned from Ger- 
many reported that it was “bureaucrati- 
cally impossible” for the small buyer in 
the U.S. to do business with Germans 
under present conditions. 

Opportunities for profiteering, favori- 
tism, private understandings and deliber- 
ate sabotage exist under the present sys- 
tem. U.S. ideas of decentralizing trade 
to provide more freedom for the indi- 
vidual German businessman are in direct 
conflict with British ideas of centralization 
and government trade. A committee of 
U.S. and British officials now is engaged 
in a four-week inquiry into ways and 
means of reconciling these differences. 

Incentives are lacking for both Ger- 
man manufacturers and German workers. 

Factory owners, who fear their plants 
may eventually be closed under the level- 
of-industries plan decided at Potsdam in 
1945, are reluctant to build up their bus- 
iness during this period of indecision. 

Workers are reluctant to put in long 
hours to earn marks whose value still is 
not set. There are few consumer goods; 
U.S. troops may be used to seize surplus 
foodstuffs hoarded by farmers. 

Reform is slow throughout the whole 
system. Because buyers in the countries 
around Germany are eager for German 
goods, complicated barter arrangements 
have been made with the Netherlands, 
Belgium, Luxembourg and Czechoslo- 
vakia. Sweden has an agreement with the 
Joint Agency for dollar payments both 
ways, purchase by purchase. 

@ Targets are high. During the next 
three years the U. S. and Britain expect to 
pump about $3,000,000,000 into their 
zones of Germany and hope to take out 
$2,000,000,000 worth of trade. On a 
sellers market in Europe, trade is in- 
creasing despite the red tape. Unless re- 
strictions now keeping U.S. and other 
buyers out of the German market are 
eased soon, the German export drive may 
be headed toward a breakdown. 
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JAPAN’S SOCIALISTS AND LIBERALS BATTLE 
FOR LEADERSHIP UNDER NEW CONSTITUTION 


Either must accept coalition, since Democrats 
hold balance of power between left and right. 
MacArthur to stay until Allies write the peace 


Reported from TOKYO 


The Japanese soon are to face a test of 
their capacity to operate their new demo- 
cratic Government. In this undertaking, 
they are to receive firm guidance from 
General of the Army Douglas MacArthw, 
who intends to remain at his Tokyo post. 

@ The Supreme Commander is not con- 

sidering retirement at the present time, 
even though most of his mission is com- 
pleted, including construction of the 
framework for the democratic evolution 
of Japan. He expects to stay “in Tokyo at 
least until formal peace negotiations be- 
tween Japan and the Allies begin. 

MacArthur's intentions were disclosed 
in reply to written questions submitted to 
him by Joseph Fromm, Tokyo staff cor- 
respondent for World Report. 

There also are mounting indications, 
says Fromm, that MacArthur will assume 
a more active role in the economic phase 
of the occupation, which in the past he 
has not regarded as his responsibility. 

The General has won his fight to speed 
up the reparations program, delays in 
which have been throttling Japan’s eco- 
nomic recovery. Washington is sending 
a mission to his Tokyo headquarters to 
arrange for renewal of private trade be- 
tween the U.S. and Japan. The General 
now is urging Washington to accelerate 
plans for a Pacific peace conference. He 
feels that negotiations should be com- 
pleted this year. 

Of late, MacArthur has become acutely 
concerned over the danger of runaway in- 
flation in Japan. He has publicly repri- 
manded Japanese leaders for their failure 
to carry out economic reforms. Present in- 
dications are that he is prepared to act 
more firmly, if necessary. Members of his 
staff feel that any improvement in the 
living conditions of the Japanese will 
serve to popularize the new Constitution. 

@ The new Constitution is the most 
revolutionary document in Japan’s his- 
tory, and Allied officials in Japan describe 
it as the most democratic in the world. 

War is outlawed forever and no pro- 

vision is made for an army, navy or air 
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force. As an added precaution, all mem- 
bers of the Cabinet must be civilians. 
The Emperor is deflated, becoming 
merely a constitutional monarch instead 
of a divine power. He can act only with 
the advice and consent of the Cabinet. 
The judiciary is revised and a power- 
ful Supreme Court is created. 3 
The Diet is strengthened and all its 
members are chosen by popular vote. 
The House of Representatives now has 
powers similar to the British House of 
Commons, and from its members must 
come the nucleus of the Cabinet. The 
hereditary House of Peers is replaced by 
an elective House of Councilors. 
Administrative authority is decentral- 
ized. Local self-government is _ estab- 
lished, and the system under which 
Tokyo appointed key officials is abolished. 
Civil rights are clearly stated, and sov- 
ereignty is placed in the hands of the 
people. Freedom of speech, assembly, 
association, press and religion are guar- 
anteed. Women can vote and hold public 
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GENERAL MACARTHUR 
From political to economic tutelage 


office. Japan’s widespread practice of in- 
voluntary servitude is outlawed. 

@ The new Government now is in the 
process of organization. All political par- 
ties, with the exception of the Commu- 
nists, are pledged to-uphold the new 
Constitution. The Communists oppose 
granting the Emperor special privileges 
and public funds. 

The leading parties are engaged in a 
three-cornered struggle for domination of 
the Government. The Social Democrats 
have the largest number of seats in the 
House of Representatives, but lack a 
majority. Thus a coalition of two or more 
parties is needed to form a Cabinet. 

The Socialists’ gains do not reflect a 
sharp shift to the left by the Japanese 
voters. Conservatives of varying shades 
won more than 250 of the 466 seats in 
the lower house. The election did serve 
to pump a large amount of young and 
new blood into the Government. Never- 
theless, old-line politicians and bureau- 
crats still are predominant and in control. 

The Social Democrats surprised even 
themselves by moving from third place 
into the position of Japan’s leading party. 
They now have 143 seats, 45 more than 
in the previous Diet. 

Tetsu Katayama, executive chairman 
of the Socialists, is his Party’s chief con- 
tender for the Premiership. Because of his 
Party's numerical superiority, he is taking 
the initiative in forming the new Cabinet, 
but there are indications that he may not 
demand the highest office for himself. An 
important section of the Party prefers to 
settle for major Cabinet positions that 
will enable them to execute some of their 
policies, including the socialization of 
key industries. 

The Liberals, who constitute Japan’s 
most conservative party, have 133 House 
seats as compared to the 140 won in 
last year’s election. This Party has dom- 
inated Japan's postwar Government 
through a coalition with other conserva- 
tive groups. 

Premier Shigeru Yoshida has a good 
chance of getting back into the leadership 
of the Government, if his Party can work 
out a similar coalition with the other 
conservative groups. 

The Democrats, formerly the Pro- 
gressive Party, describe themselves as 


middle-of-the-road, but lean toward con-. 


servatism. They have 126 House seats. 


The Democrats hold the balance of JAPAN‘’S CONSTITUTIONAL DEMOCRACY 


power, but are divided among them- 
selves. One faction favors continued sup- 
port of the Liberals but another accuses 
Yoshida of purging some of their leaders. 
This second group wants to back the 
Social Democrats. Baron Kijuro Shide- 
hara, himself a former Premier, heads 
the Democrats and mav head the Cab- 
inet if the Liberals or Social Democrats 
are willing to pay such a price for the 
Democrats votes. 

The Communists lost 50 per cent of 
their House strength and now have only 
four seats. Their poor showing is due 
partly to the fact that Japanese voters 
are sensitive to the wishes of occupation 
officials and it has been made clear that 
Communists are unpopular with Ameri- 
can authorities. Labor's desertion of Com- 
munist leadership after the general strike 
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early this year was another important PLEDGE OF PEACE is implemented IMPERIAL DECLINE is assured by strip- 
factor. by ban on any armed force. These war ping Emperor of aura of divinity, auto- 
«| Economic troubles of growing sever- planes were turned over in surrender. cratic power and military command. 


itv await the new Government. U. S. 
officials hope for the emergence of a 
regime that will co-operate more fully 
with occupation authorities in a con- 
certed effort to halt the spiraling inflation 
that jeopardizes the Allied achievements 
ot the last 20 months. 

The gap hetween wages and living 
costs is widening daily and workers, par- 
ticularly in the big cities, are finding it 
increasingly difficult to exist on their 
present salaries. 

The ration system is creaking. The 
present Government is making nd more 
than a token effort to check the wide- 
spread black markets. 

Industrial recovery is bogged down. 
Stock piles of raw materials are approach- 
ing depletion, and much of the limited 
supply of available materials is going into 
the black market. a 

Mass discharges of factory workers are EQUALITY FOR WOMEN, including PARLIAMENTARY GOVERNMENT 
expected in the near future unless infla- the vote, replaces a social order in raises status of Diet from rubber 


tion is checked. Already some industries which men ruled and women obeyed. stamp to full legislative authority. 
are requiring increases in Government 


subsidies so they can meet their pay rolls. 

Nevertheless, most occupation officials 
feel that an economic collapse can be 
averted. They have little confidence in 
Yoshida’s Liberal Government as a result 
of its past performance and feel that a 
change is in order. Concensus within 
MacArthur's headquarters is that a Cab- 
inet controlled by the Socialists will strive 
to curb inflation by carrying out economic #aae 
controls that already are on paper but sre | 
not being enforced. 

MacArthur himself is remaining aloof 
from the struggle for power now being 
waged by Japan’s two leading political 
parties. A word from him could decide 
the issue but the General is letting the 
Japanese select their own government. 
His new policy indicates, however, that 
he is not going to tolerate any further 
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delays in the execution of reforms that RELIGIOUS FREEDOM replaces this FREEDOM OF ASSEMBLY, speech 
are needed urgently to save Japan from state Shintoism, which served as -and press are the law of the land. 
an economic panic. a bulwark of militarism and autocracy. Authorities permit mass meetings. 
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OVERSEAS PURCHASERS RESIST 





Exports of consumer goods are cut as buyers 
abroad divert their limited dollars to industrial 
equipment and machinery needed more urgently 


World customers for goods made in 
America are beginning to resist U.S. 
prices. The result is to be a shift in the 
pattern of world trade. 

There is nothing in the immediate 
outlook to indicate that 1947 exports 
from the U.S. will be less than the 
_ $13,200,000,000 estimated at the start 
of the year. But buyers are tending to 
let orders for consumer goods wait while 
they spend their limited dollars for ma- 
chinery and industrial equipment that 
are needed more urgently. 

Heavy equipment from the U.S. is 
wanted all over the world and prices 
are not expected to cut into that market. 

Sales abroad in the first quarter of 
1947 set a peacetime record of $3,600,- 
000,000. It is still too early for any drop 
in shipments of consumer goods to be 
reflected in official reports. But there are 
distinct signs of a slowdown in that field. 
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@ Reduced volume of exports of con- 
sumer goods from the U.S. is likely to 
be registered for the second quarter of 
the year for these reasons: 

Cancellations of orders from buyers 
abroad are being received by a number 
of U.S. manufacturers, who say their 
customers are holding off until they see 
what happens to domestic prices in the 

Rejection of shipments already dis- 
patched is mounting, especially in South 
American ports. A variety of excuses is 
given for turning down deliveries, but 
shippers of things like fountain pens, 
cameras and radios believe that prices 
are chiefly responsible. 

Import controls are being increased by 
many governments in order to restrict 
spending of scarce dollars for nonessen- 
tials. The tendency is to concentrate 
what dollars they have on raw materials 





U. Ss. PRICES 


and the heavy equipment needed to re- 
vive domestic industries. 

Escalator clauses are being demanded 

by customers abroad before they sign 
contracts with U.S. producers. The pur- 
chasers want protection in the event of 
price reductions. All through the war, 
U.S. manufacturers insisted: on such 
clauses to cover them against rising costs. 
Now their overseas customers want the 
same kind of insurance against price 
drops. 
q) Price resistance from abroad thus be- 
comes a matter of concern for U. S. pro- 
ducers of small items bought in quantity 
by masses of consumers. U.S. manufac- 
turers has been counting on overseas 
orders to absorb their output once domes- 
tic markets were supplied. 

Now they are finding that buyers 
abroad are becoming hesitant, no matter 
how anxious many individuals in other 
countries are to get goods they couldn't 
have during the war. 

Traditionally, consumer goods from 
the U.S. have cost more than people 
abroad have been willing to pay. For 
many items, customers have been less 
interested in quality than in price. With 
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PRICE SLASHES in Philadelphia: Buyers abroad wondered if their turn would come 
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European production slowly reviving, 
those temporary customers of the U.S. 
have been returning to lower-cost sources 
for their wants. 

@) Principal causes for the new caution 
being shown by traders of other countries 
are the sensitivity of world markets to 
what happens to business in the U. S. and 
a decline in dollars available for pur- 
chases of any kind. 

President Truman’s appeal to U.S. 
business for price reductions was printed 
widely abroad. The reaction of many mer- 
chants overseas is to wait to see whether 
that appeal is translated into lower prices 
before ordering more U.S. goods. 

The Newburyport plan of price cuts 
that was begun in Massachusetts as a 
voluntary measure also attracted much 
attention Overseas. 

Possibility of a U.S. slump this year 
has received world-wide publicity for 
some time. Some dealers in Europe are 
interpreting recent reports from the U. S. 
as evidence that a recession has begun. 
Therefore, they are cutting down on the 
volume of U.S. goods on their shelves. 
Otherwise, they might be caught with 
high-priced merchandise if their competi- 
tors are able to get new stock at reduced 
cost. 

A lull in lending by the U. S. Govern- 
ment also is a factor in slowing the pace 
ot purchases by other countries. They 
are trying to look ahead and are ration- 
ing their dollars until they learn how far 
the U.S. plans to go in world lending 
this year. 

Until it can sell some bonds to U.S. 
investors, the new World Bank has only 
$700,000,000 to lend, and $250,000,000 
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THE NEWBURYPORT PLAN: Talk on a New England Main Street echoed in the markets 


going to France is included in estimates 
for purchases from the U.S. this year. 
The Export-Import Bank has only $800,- 
000,000 left for loans, and $500,000,000 
is earmarked for China. 

Private loans from U.S. investors are 
unlikely to reach substantial volume any- 
time soon. 

The result is that the people who want 
U.S. goods have only a limited number 
ot dollars they can spend this year. It 
takes time to spend large sums, to place 
orders and agree on specifications. New 
loans are not likely to filter down into 
actual trade for some months. 

An example of the lengths to which 
some countries are going to make the 
most of their remaining dollars is the 
recent increase in Britain's tobacco tax. 

Much as most Britons prefer American 
tobacco, they are being discouraged by 
the tax from smoking as many cigarettes 
as they did last year. The Labor Govern- 
ment has been trying to provide some 
comforts in the austere lives of Britons, 
but officials believe the nation will wait 
a little longer for luxuries. Other needs 
come first, and the public is being told 
of those needs in a Government-spon- 
sored “save the dollars” drive. 

Brazil apparently is trying to make 
most of her savings of dollars in the field 
of leather goods. Expensive purses and 
high-priced shoes from the VU. S., which 
had been selling actively in Brazil, now 
are piling up in the shops and whole- 
salers are halting further purchases. 

In other countries, the problem is 
being met in other ways. But all of them 
are faced with the urgent fact that they 
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PRICES MUST GO DOWN 
Mr. Truman got a lot of attention 


cannot stretch their dollars if prices are 
high. 

q] The immediate prospect is that the 
high level of current prices in the U. S. 
is to make a dent in the volume of con- 
sumer goods to be ordered by other 
countries. 

Most of those nations afe operating on 
definite plans for recovery, and heavy 
goods have first priority on their expendi- 
tures in the U.S. As long as dollars are 
scarce and until assurance of new loans 
is forthcoming, they are going to hold 
back on their purchases of nonessentials. 
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BRITAIN TRIES 5-DAY WEEK 
TO INCREASE COAL OUTPUT — 


Latest effort to make mining more attractive 
is improving morale. Reforms are reducing 
absenteeism and swelling number of workers 


Reported from LONDON 


Great Britain, still critically short of 
coal, now is trying a five-day week for 
miners as a means of increasing produc- 
tion in the Government-owned mines. 

The idea is to make coal mining more 
attractive and, thus, bring back to the 
mines the man power needed to get pro- 
duction up to 200,000,000 tons a year. 
From its first few days of trial, the Gov- 
ernment thinks the five-day-week plan 
is paying off. 
q| Basic changes in the attitude of Brit- 
ish coal miners toward their work are an 
objective of the shorter week. For ex- 
ample: 

Pay rates are now the same for five 
days work as they were before for six. 
Under the new rules, however, the miner 
cannot collect his six days’ pay unless he 
works five full shifts. 

Absenteeism, as a result, is decreasing. 
Sickness is no longer accepted as an ex- 
cuse for missing work. Officials found 
that too many miners were presenting 


false certificates of illness to collect full: 


pay for less than a week’s work. 
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BRITISH GAMBLE: Can contented miners produce more coal in less time? 
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Before the new work schedule went 
into effect, absenteeism was wasting 
about 16 per cent of working time in the 
mines. Many miners, though paid for six 
days of work, were on the job only four 
and a half days. 

Since the five-day week started May 4, 
the absentee rate has dropped. In York- 
shire, in the first two days of the new 
work week, absenteeism was cut in half. 

Recruiting for the coal fields is meet- 
ing with more success. Although the im- 
provement started some time ago, many 
of the men became miners in anticipa- 
tion of the five-day week. In the first 17 
weeks of this year, 19,000 more men 
came into the mines, raising total employ- 
ment to 711,000. The program, however, 
calls for recruiting of 120,000 miners this 
year. 

Other reforms are being used to attract 
men back to the pits. The change from 
private to public ownership has been an 
incentive for some. Free showers, health 
services, better food and housing also 
are helping to swell the miners’ ranks. 
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British Official 


Improved morale among the miners 

was demonstrated the first day of the five- 
day week when union workers volun- 
teered to break a strike called by a 
dissident union of winch operators. The 
walkout by 100 Durham enginemen, who 
raise and lower mine shaft cars, tied up 
30,000 miners and cost Britain 32,000 
tons of coal a day. The “wildcat” strike 
was broken by pressure from the National 
Union of Mineworkers. 
@ The real problem in British coal pro- 
duction goes much deeper than a shorter 
work week for more contented miners, 
however. 

Production must rise by the end of 
the year to 4,000,000 tons a week. Now 
it is running at less than 3,800,000 tons a 
week. Even if the goal is reached Britain 
will have only enough coal to avert nar- 
rowly the shortage of last winter. There 
still will not be enough fuel for full 
industrial employment. 

Mechanization of the mines is re- 
garded as essential to any long-range 
restoration of Britain's coal supply. While 
72 per cent of British coal is cut by ma- 
chine, less than 2 per cent is mechanical- 
ly loaded. 

The obstacles to introducing more ma- 
chinery are many. Only one fifth of Brit- 
ish mines have seams thicker than five 
feet, thus making it hard to use ma- 
chines in the confined space. Another 
bottleneck is in the limited machinery 
at some collieries for hauling coal to the 
surface. Many mines do not have the 
equipment to bring out more coal than 
at present, even if more could be cut. 

Mine machinery is on order in the 
United States to- speed mechanization. 
The modernizing program, however, may 
take 20 years to complete. It is limited 
by the amount of dollars available to 
Britain for spending abroad. 

New shafts must be sunk to lower the 
average age of British mines. 

Only one fifth of British mine shafts 
have been sunk since 1914. The old 
shafts, with long distances from coal face 
to pithead, require more than their 
proper share of labor. That is one reason 
why output of British miners per man 
is far behind that in U.S., Dutch or 
German mines. 

Production costs remain as a major 
problem. Largely because of increased 
wages and cost of materials, the expense 
of producing a ton of coal rose from 
$3.22 in 1938 to $7.19 in 1945. Coal 
officials of the British Government hope 
that their reforms will make coal miners 
more efficient and thus, in the long run, 
lower production costs. 


@ Britain’s Government frankly admits 
it is taking a gamble by trying the five- 
day week. Lord Hyndley, chairman of 
the National. Coal Board, refers to the 
change as “a great experiment.” Great 
Britain will not know until next winter 
whether the experiment has been a suc- 
cess. 
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It could happen to you... 
Let’s say you’re after a big lake trout. 


He lives down deep . . . where it’s easy 
to snag and break your line trying to troll 
your lure past his nose. 


But one day you try. something new. 
You take along Your Unseen Friend, 
Nickel. And you finally reel in your prize 
catch ... twisting and struggling ...on 
your Monel* trolling line. 


Why Monel? 


Because Your Unseen Friend, Nickel, 
helps make thin, flexible Monel line 
strong enough to bring the big ones to 
net. Heavy enough to sink your lure down 
where they hide. Supple and live enough 
to let you feel the strike, and play your 
fish. And rust- and rotproof, so you don’t 
have to dry your line. 


Naturally, Nickel alloys like Monel and 
“Z”’* Nickel are just right, too, for leaders, 





More Fish... more Fight...more Fun 
...when ‘‘Your Unseen Friend’’ goes along 


swivels ...in fact, for everything from 
reels to hooks. 


Just one more way Nickel helps manu- 
facturers bring you better things. From 
tiny radio tubes to great oil well drills, 
Nickel is Your Unseen Friend. 


It’s “Unseen” because you seldom see it 
in its pure state, as it is usually combined 
with other metals. It’s your “Friend” be- 
cause it serves you long and well. 

x * %: 
Send for your free copy of “How Metals Help 


the Angler,” containing a list of tackle manu- 
facturers. Address Dept. 38. 


THE INTERNATIONAL NICKEL COMPANY, INC. 


New York 5,N.Y. 





Nickel 


...Your Unseen Friend 











WHERE WAR GOODS 
FIND NEW USE 


Production cost and sale price 
of surplus U.S. military material 
disposed of in other countries 


By the time the last supply officer of World 
War II has audited his books, U.S. supplies 
and equipment costing $13,000,000,000 will have 
been sold or abandoned. So far, surplus goods 
that cost $8,000,000,000 have been disposed of. 
Bulk of this—more than $5,000,000,000—has 
been sold to governments abroad. Average re- 
turn on the original cost has been just under 
20 cents on the dollar. 

The Worldgraph shows, in the table below, 
the breakdown on these sales abroad. Judged 
by business standards, the loss presents a dis- 
mal picture. But viewed as salvage from the 
waste of war, and as a contribution to the re- 
building of a peaceful world, the picture has 
its brighter side. Much of the equipment that 
has found its way into peacetime work is in 
critical demand in many parts of a devastated 
world. Medical supplies, for example, run as 
high as 10 per cent of some inventories. Ships, 
motor vehicles and railroad equipment aggre- 
gate fully half of many catalogues, while con- 
struction and communications equipment are 
other major items. This salvage from war is 
playing a major role in reconstruction. 

The tabulation: 

Purchaser Cost Sales Price 
United Kingdom $ 587,800,000 $ 60,000,000 
Canada... 59,000,000 12,000,000 
India » « « 992,700,000 39,400,000 
France - « « 1,398,000,000 300,000,000 
Egypt 36,300,000 9,100,000 
Brazil ‘ 16,600,000 7,800,000 
China .. 824,000,000 170,000,000 
Italy . . 565,000,000 160,000,000 
Philippines - 638,000,000 137,000,000 
Belgium. . 380,000,000 53,800,000 


Totals .$5,097,400,000- $949,100,000 
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Report on World Politics 





Limitations on capabilities are 
offset by geographic flexibility 
with which policy can be applied 


(The U.S. policy of supporting Greece and Turkey involves 
complex and far-reaching questions as to present and future 
U.S. commitments. What other undertakings can be foreseen? 
How are they related to each other? What can be done to keep 
them within practical limits of U. 8. capabilities? With a view 
to answering these questions, WORLD REPORT presents 
herewith an authoritative discussion of U.S. interests and re- 
sponsibilities in the more critical areas of the world, and the 
course that may be followed in supporting them.) 


HE BASIC POLICY of the U. S. is to maintain the security of 

that nation, to advance its well-being and, insofar as prac- 
ticable, to do likewise tor the rest of the world. These objec- 
tives are pursued by two complementary and supporting 
policies—one to develop and strengthen the U.N. as rapidly 
and as fully as possible, the other to assure that meanwhile 
the U.S. can and does look out for itself, and thereby gives 
potential support to all friendly states. 

It now is generally recognized that for years to come the 
U.S. cannot rely on the U.N. for its security. It also is quite 
apparent that the underlying threat to world peace lies in the 
conflict of interests and policies between the Soviet powers, 
dominated by Russia, and the Western powers, led by the 
U.S. and to a lesser degree by Great Britain. 

As the most fortunate nation in a war-wrecked world, the 
U.S. is being called upon from all sides to undertake interna- 
tional commitments on a scale obviously impossible of attain- 
ment. To relate these proposals to the realities of U.S. capabili- 
ties, those worthy of consideration must be recognized as fall- 
ing into three classes, according to whether they can be sup- 
ported by strategic, economic, or humanitarian reasons, Com- 
mitments based on strategic reasons concern the long-range 
security of the U. S. Those of an economic character in many 
cases also are closely related to U.S. security. When this se- 
curity connection is not so close, they will be examined from 
the point of view of their probable effect on the economic in- 
terests of the U. S. 

Commitments of humanitarian character merge into the 
economic. They are probably inescapable, and already have 
reached large proportions. It must be recognized, however, 
that in relating such commitments to the security and well- 
being of the U.S., they must take place below strategic com- 
mitments and security-related economic undertakings. The 
greatest single contribution that can be made to the cause of 
humanity is to prevent another world war. 

With a view to examining the relative importance of de- 
mands on U. S. resources and the extent to which certain com- 
mitments lead to others, it is logical to consider five areas. 
These are the Middle East, Central Europe, Western Europe, 
South America and the Far East. 

The Middle East—including the Eastern Mediterranean—is 
an area with which U.S. policy, in the form of support for 
Greece and Turkey, is actively concerned at the present time. 
This is due to the recent emergence of Russia and the U. S. 
as the leaders of rival worlds; the inability of Great Britain to 
maintain her dominant position in that area; and the expanding 
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CAN U.S. RESOURCES SUSTAIN 





importance of the huge oil resources in this region of political 
instability. 

But while the direct concern of the U. S. in the Middle East 
is comparatively new, it is nevertheless vital. The future se- 
curity and progress of the world depends on the eventual co- 
operation of the Soviet and the Western powers. Until that co- 
operation develops, and, in fact, as an aid to such develop- 
ment, it is U. S. policy to contain the Soviet system within its 
present borders, It is generally recognized that the U.S. must 
lead in this undertaking. The Middle East and Central Europe 
are the two critical areas where this leadership is to be 
exercised. 

In the Middle East, Turkey is the keystone of the arch and 
Greece a buttress of that arch. If Greece should fall under 
Soviet control, Turkey would eventually follow. The Moslem 
world then would be open to communism, the oil of the 
Middle East would fall to Russian exploitation, and be denied 
to the Western powers. The Soviet system not only would have 
acquired vast areas, great resources and improved strategic 
position, but what is equally serious, it would have gained a 
prestige and momentum for the spread of communism which 
only desperate means might overcome. 

As to the extent of U.S. commitments in this area, it is 
argued that the most promising way to prevent expanding 
costs in the future is to invest substantially now, and thereby 
to maintain Greece and Turkey as the bulwarks of the Middle 
East against the spread of the Soviet system. The results of 
U.S. support for Greece and Turkey and the extent of further 
involvement cannot be foreseen, but it is considered safer 
and less costly to reinforce the dikes now than to fight the 
flood later. 


THE PROBLEMS IN EUROPE 


Central Europe—meaning Germany, Austria and Trieste— 
is of equal importance with the Middle East as a critical area. 
The situations in these two areas, however, are quite different. 
In the first place, the problem in Central Europe is still under 
negotiation. It is unfinished business of the war. In the second 
place, it is as much an economic problem as it is political or 
military. In the third place, the forces of the Soviet and West- 
ern powers are actually in occupation and face each other at 
the borders of their zones. 

In the Middle East, it is a question of undertaking relatively 
new responsibilities, whereas in Central Europe, a commit- 
ment already exists. It is inescapable. The only question is how 
best to meet the situation in Central Europe and eventually 
to reduce it to supportable size. It arises primarily from the 
necessity of military occupation and long-term U. S. economic 
support, and less directly from the announced policy of com- 
bating communism. It will continue for several years. 

Western Europe is the third area to be considered as a 
field for heavy demands on the resources of the U.S. The ex- 
tent of U.S. involvement in this area will depend to a great 
extent on the degree’of success attained in solving the prob- 
lems of Central Europe. The less satisfactory the developments 
there, the greater will be the necessity for U. S. commitments 
in Western Europe. 

The cost to the U.S. of reconstructing the economy of 
Western Europe should not, however, be too closely related 
to the basic U.S. policy of opposing the expansion of the 
Soviet system. Economic support by the U.S. for Western 
Europe, particularly for Great Britain and France, also may 
be considered as an investment in the future economic well- 


COMMITMENTS ABROAD? 


being of the U.S. There is hope that in a large degree it will 
finally pay off. On the other hand, it is recognized that political 
unrest and economic distress furnish a fertile field for com- 
munism, and that any U.S. actions tending to prevent or 
overcome those conditions in effect oppose communism, 


CHINA AND FAR EAST 


A fourth area,which must be examined in relation to future 
demands on U.S. resources is China and the Far East. Here 
the problem is different both in kind and in extent from that 
in the Middle East and Central Europe. True, China and 
Korea also border on the Soviet area, but they are more remote 
from the center of Russian effort, and history shows that 
China is too vast and too resilient readily te be conquered, 
absorbed, or dominated. 

The strategic problems of the Far East, from the U. S. 
point of view, have changed greatly with the defeat of Japan. 
It is no longer an area of high political pressure. Its difficulties 
are due in part to the absence of a strong power in that part 
of the world. 

The spread of communism in Manchuria, North China and 
Korea would be a substantial setback to U.S. policy, with 
serious effects on the structure of the U. N. and the economic 
and political interests of the U.S. in that area. However, as 
long as the U. S. maintains its strategic positions in the Central 
Pacific and the Philippines, and controls Japan, expanding 
comnrunism in that area would not represent a direct threat 
to the security of the Western powers, comparable with that 
which would result from similar Soviet advances in either the 
Middle East or Europe. 

It would seem, therefore, that as regards the question of 
increasing commitments arising from a U. S. policy of oppos- 
ing the spread of communism, strategic considerations in the 
Far East place that area in a position definitely below the 
Middle East and Europe. The demands for U.S. support in 
this area will be large. But they will not take precedence over 
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MR. TRUMAN AND SECRETARY MARSHALL 
Their top goal is humanitarian: prevent future world wars 





major strategic considerations on a global basis. In fact, the 
Far East is a field in which the U. S. can limit its obligations 
if netessary. ) 

South America is the remaining important area in which 
future U. S. commitments are to be considered. The situation 
there is also quite unlike that in others. The principal differ- 
ences lie in the geographical remoteness from Russia, existing 
political, physical and economic associations with the U.S., 
and the fact that having escaped the ravages of war this area 
has no great prablem of relief and reconstruction. 

South America, particularly the northern half, is of great 
strategic and military-economic importance to the United 
States. The well-being of South America and its political 
support in the United Nations are major considerations of 
U.S. policy. 

These facts would seem to justify the U.S. in extensive 
undertakings in that continent. But one important factor tends 
to modify the necessity for such undertakings: By the nature 
of things, the Americas are bound together by such strong ties 
of self-interest that many feel South America “has no place to 
go” except with the West. 

Viewed realistically, therefore, it may be seen that highly 
important as South America is to the U.S., future commit- 
ments in that area could be radically limited, without undue 
damage to basic U. S. policy, if more pressing considerations 
in other areas made it necessary. 


IN CONCLUSION 


On the basis of this brief examination of the relation be- 
tween U.S. policy and the resulting demands upon U.S. re- 
sources, it would seem that the situation may be summarized 
as follows: 

(1) As the foremost world power, the U.S. must take a 
long-range and world-wide view as regards its commitments. 

(2) Since demands will far exceed U.S. capabilities, U. S. 
undertakings must be closely related to their importance to 
basic U.S. policy. 

(3) The primary considerations in determining the relative 
importance of these demands will be strategic, as they affect 
the long-range security of the United States and tend to 
prevent another world war. In order of importance, the other 
considerations will be strategic-economic, economic, and 
purely humanitarian. 

(4) On this analysis, the Middle. East and Central Europe 
may be classed as areas of first priority, Western Europe as of 
second priority, and South America and the Far East as of 
third priority. 

(5) U.S. support for Greece and Turkey is in accordance 
with this concept of relative priority and, as a “stitch in time,” 
tends to limit the necessity for future undertakings in the 
Middle East. . 

(6) The future security and well-being of the U. S. justifies 
and will undoubtedly require extensive commitments in Cen- 
tral and Western Europe. 

(7) The Far East and South America will make extensive 
demands on U. S. resources. These areas, however, constitute 
a field in which the U. S. could limit commitments if necessary. 

(8) Demands on U.S. resources will be heavy for many 
years to come, particularly from Europe. But by limiting com- 
mitments to those closely related to the essentials of U. S. pol- 
icy, and by refusing those not so related, U. S. commitments 
could be kept within the capacity of the U.S. to meet them. 
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THOROUGH-GOING examination of im- 

portant details of U.S.-Soviet rela- 
tions is in progress in Washington, now 
that Ambassador Walter Bedell Smith 
has returned from his Moscow post for 
consultations. 


Smith brings to these conferences the 
experience acquired in his 13 months in 
the Russian capital, where he has proved 
a plain-talking spokesman during a pe- 
riod of much strain and disagreement 
between the two nations. 

Diplomatic speculation is centered on 
the final outcome of the round of discus- 
sions now taking place. This speculation 
has been whetted by the unusual circum- 
stances of Smith's return. He reached 
Washington quickly after the end of the 
Moscow Conference, despite the fact 
that during this parley he had many op- 
portunities to confer with his chief, Sec- 
retary of State George C. Marshall, and 
other members of the U.S. delegation. 

Apart from its developing significance, 

Smith's return has enabled him to present 
to congressional leaders his emphatic 
views on the need for continuing U. S. 
broadcasts to Russia. He also has the op- 
portunity to check up personally. on the 
status of recently opened negotiations to 
have the Soviets settle up for Lend-Lease 
received from the U.S. It was Smith’s 
firm representations in Moscow that 
finally got these talks started. 
@ A realist, Smith is understood to be 
convinced that, for the time being, the 
U.S. can get nowhere with the Soviets 
on a solution of basic issues. Therefore, 
he believes the best approach tactically 
is to concentrate on marginal issues, like 
Lend-Lease, where there is a chance of 
agreement. 

Robert Kleiman, staff correspondent of 
World Report in Moscow, says in a wire- 
less dispatch that Smith’s reports from 
the Russian capital have been playing an 
important part in shaping U. S. policies, 
although final decisions are made in 
Washington. Smith’s views. on diplomatic 
strategy and tactics carry much weight. 

Smith sees his job as a dual one. He 
strives to understand Soviet policies and 
interpret them to Washington, and seeks 
to keep Soviet officialdom informed on 
the attitude of the U. S. Government and 
the trend of public opinion in the U. S. 

Smith, however, minimizes his own im- 
portance. “It’s the job, not the man, 
that’s important here,” he told Kleiman. 
“No individual, regardless of his per- 
sonality and regardless of the personal 
relations he establishes with Soviet ofh- 
cials, can significantly affect the course 
of U. S.-Soviet relations.” 
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~International 


Expert on eggs and agreement 


In his dealings with the Kremlin, Smith 
uses the direct approach. He believes in 
patience and firmness, and _ practices 
both. However, his manner in diplomatic 
discussions varies with the personality of 
the Soviet official he addresses. 

Smith's talks with Foreign Minister 
Molotov, for instance, are always strait- 
laced, serious and brief. With Vishinsky, 
the Deputy Foreign Minister, it is differ- 
ent. Talks usually are studded with 
humorous remarks on both sides and 
much bantering back and forth. Even on 
occasions when Soviet tactics have made 
the Ambassador personally angry, he has 
kept his temper and not permitted the 
discussions to become acrimonious. 

Socially, Smith’s contacts with Soviet 
officials are limited. They do not go 
beyond official receptions given by the 
Foreign Ministry or by other embassies in 
Moscow. Most evenings, Smith stays at 
home with his books or his hobbies, 

@ “Egg diplomacy” is responsible for 
the newest of the Ambassador’s hobbies, 
and provides an amusing sidelight on 
what a mission to Moscow may involve. 


Realist In Moscow 


It happens that Smith likes eggs for 
breakfast, and he soon discovered that 
the ration of 10 per month was inade- 
quate. So he asked Soviet authorities for 
permission to buy chickens and raise his 
own eggs. 

The request was granted, and he was 
taken out to an experimental chicken 
farm or, to give a literal translation of its 
Russian name, “Factory for Bringing Up 
Birds.” There he was entertained by the 
farm’s director and then given the pick 
of the farm’s best leghorns, British and 
‘American breeds. 

Smith inquired which hens produced 
the most eggs, and the director replied: 
“The British, because they’ve been in the 
Soviet Union longest.” 

“Well,” the Ambassador said to the 
director, “I can’t Jet national pride stand 
in the way.” 

So he proceeded to pick out 25 British 

leghorns. They have been providing the 
Smith houshold with as many as 20 eggs 
a day. The palatial residence of the Am- 
bassador now is fitted out with chicken 
coops in the backyard. There are roosters 
to announce the approach of dawn to 
guests whenever official receptions run 
into the morning hours. 
@ More complex problems than any in- 
volved in chicken farming await Smith’s 
return to Moscow. The prospect, how- 
ever, doesn’t disturb him. He speaks of 
his job as a “liberal postgraduate course 
in international politics and diplomacy.” 
And the work seems to agree with him. 
He no longer is the harried and hard- 
pressed individual he was during the war 
as Chief of Staff for General of the Army 
Dwight D. Eisenhower. He has learned 
how to relax again. 

Unquestionably, Smith’s 13 months as 
a diplomat have been orowded with more 
top-flight negotiations than any ambassa- 
dor in normal times might be called upon 
to handle in a decade. 

And there are more negotiations to 
come. The results of Ambassador Smith's 
current visit to Washington are to have a 
bearing on how they will be treated. 


PAKENHAM: British Occupation Chief 


ra has come to a turning point in 
her relations with Germany. The 
Labor Government’s signal of a change 
in policy is the appointment of Lord 
Pakenham (pronounced Pack-in-um) as 
Chancellor of the Duchy of Lancaster. 

The title of Lord Pakenham’s new 
position has nothing to do with his job. 


The 42-year-old peer is to be concerned, 
not with Lancaster, but with control of - 
the British zones of occupied Germany 
and Austria, with the direction of a newly 
created German Section in Britain’s For- 
eign Office and with explaining to Par- 
liament the position of the Labor Govern- 
ment on German affairs. 








@ Behind the appointment is more than 
a routine shift in personnel. A brand new 
job has been created. 

A new policy on Germany has devel- 
oped since the Moscow Conference. 
Now, more than ever, the Labor Gov- 
ernment regards the administration of 
Western Germany as a matter of vital 
interest to Britain and as the key to peace 
in Europe. Relations with Soviet admin- 
istrators in Eastern Germany and with 
other Western powers, especially the 
U.S., are to get new attention. 

The Foreign Office is to take a direct 
hand in guiding Britain’s role in occupied 
Europe. With the new appointment, 
German affairs have been lifted from the 
realm of military occupation to the top 
level of diplomacy. 

British authorities in Germany feel 
that they have been at a disadvantage in 
their relations with the Americans. They 
consider that U.S. Gen. Lucius Clay has 
had more direct access to Secretary of 
State Magshall than they have had to 
British Foreign Secretary Bevin. Direct 
relationship with the Foreign Office now 
is counted on to strengthen their hand 
in dealing with U.S. authorities in Ger- 
many. 

@ The first job facing Lord Pakenham 
is to overcome differences between Brit- 
ain and the U.S. over how Germany 
should be run. 

Centralized control over the German 
economy and a simplified administration 
of the merged zones are British objectives 
that run counter to U.S. ideas. The Brit- 
ish think control is necessary to boost 
production and exports so Germany can 
pay for the $1.240,000,000 worth of food 
and raw materials to be provided by the 
U.S. and Britain in the next two years. 

A planned economy, including social- 
ization of industry, is another Labor 
Government project opposed by the U. S. 
The British want adjustments of the low 
prices, artificially set and inadequately 





Kevstone 


His ancestry: poets, soldiers, Irishmen 


controlled, of the high taxes and of the 
low wages now prevailing in Germany. 
They think planning is needed to get 
more coal and more food. 

The U.S. wants decentralized control, 

with power given to the eight individual 
German states to run their own affairs. 
The American aim is to avoid creating a 
strong German government. 
@ The man picked by the Labor Gov- 
ernment to handle Britain's part in get- 
ting Western Germany on its feet has 
never held elective office. He has been 
a Labor Party member for little more 
than 10 years. His first work for the Gov- 
ernment was done during the war. 

Oxford don. Francis Aungier Paken- 
ham is the second son of the Sixth Earl 
of Longford. His ancestors include the 
Duke of Wellington and Sir Robert Peel. 
His uncle was the Irish poet Lord Dun- 
sany. 

Young Pakenham was brought up in 
Ireland and England. His father was 
killed leading a brigade of yeomanry at 
Gallipoli. At Eton, Frank played good 
football and vigorously defended the 
name of Ireland. He still plays a violent 
game of squash and does occasional 
cross-country running. At Oxford, the 
massive Pakenham led his class in poli- 
tics, economics and philosophy and made 
friends with both Conservatives and 
Laborites. 

After graduation, Pakenham taught 
elementary school, did social work in 
London’s East End, wrote for the Daily 
Mail and lectured at the London School 
of Economics. In 1932, he returned to 
Oxford as a lecturer in politics. He has 
written a history of Anglo-Irish relations, 
and has done the research for a work on 
Britain's diplomacy in the last 100 years. 

Planner. A bad taste left by a violent 
meeting of British Fascists held at Ox- 
ford in 1935 sent Tory-born Pakenham 
into the ranks of the Labor Party. When 
war came, the studious Laborite turned 
his back on offers of Government posts. 
Instead Pakenham, the father of seven 
children, enlisted in the Army. 

Invalided out in 1940, Pakenham 
worked with Sir William Beveridge in 
preparing the four historic reports on 
man power, fuel rationing, social security 
and full employment. 

Debater. In 1945, after an unsuccess- 
ful campaign to win a seat in Commons 
from Oxford, Pakenham was made a peer 


‘and sent to the House of Lords at the 


request of the victorious Labor Govern- 
ment. His force and facility in pleading 


- Labor’s cause soon earned him an ap- 


pointment as Undersecretary of State for 
War. His recent speeches on Austria, 
Germany, international obligations and 
the Territorial Army have shown detailed 
knowledge and political skill. 

The British Government now counts 
on the forcefulness and intelligence of its 
newest minister to bring order and co- 
operation to Western Germany. 





BAHA’! 
A WORLD FAITH | 


You’ are not obliged t- entrust your 
hopes for peace ar’ ..urity to any of 
the competitive ..s:ems now <strug- . 
gling for world control. : ; 

Nor need you abandon your hopes | 
and retreat from chaos into the moral 
isolation of any artificial cult. 

A spiritual world order has been 
established, firm and secure, in the | 
heart of this providential age. Its basis 
| is the oneness of mankind; its power 
+ is progressive divine revelation; its aim 
the unfoldment of an organic society. 
| The Baha’i teachings signalize the 
working of this new spiritual potency 
in human affairs today. 


Literature sent free on request. 


BAHA'! PUBLIC RELATIONS 
_ §36 Sheridan Road * Wilmette, illinois 
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For Easy Reference .. . 
WORLD REPORT INDEX 


Because the news in World Report has 
lasting value as reference material, the 
publishers have prepared an Index for the 
use and convenience of subscribers who 
keep their copies as a permanent record of 
important world news as it happened. 


The indexes to World Report contain a 
complete list of all the special World Re- 
port maps, Worldgraphs, and Photo Re- 
ports, in addition to the listing of all the 
regular news articles. Sufficient detail is 
given for each listing to tell you exactly 
what you'll find in the referenced pages. 


READY NOW: the Index to Volume I of 
World Report—covering the issues from 
May 23, 1946 to December 31, 1946—is 
ready now for distribution. The price is 
50 cents a copy. 


World Report indexes will continue to be 
published every six months as each volume 
is completed, and if you wish, we will be 
happy to place your name on our mailing 
list to receive future indexes as published 
for $1 per year. 
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~kwing Galloway 


YESTERDAY A HOPEFUL FLOOD surged from Europe to the uncrowded lands of the world. Study of the faces of 


these immigrants of a generation ago, about to embark, shows what the U.S., Canada, Latin America meant to them. 


\ 


+7 





& os » 
—International 


TODAY A DESPERATE TRICKLE finds its way out of a sa shattered by war and torn by dissension. These Es- 
tonians sailed from Sweden to Florida, found haven there. Only a handful of war orphans have found the U. S. door open. 
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PROBLEM OF EUROPE: 
WHERE CAN THEY GO? 


The people of Europe are bottled up. Two years after World 
War I well over 1,000,000 people had left Europe. Two years 
after World War II only a handful have been able to get out. 

The Internationa] tod Organization estimates the total 
of displaced persons today at 1,000,000. These are the homeless, 
without prospect of homes. In addition, 9,000,000 Germans 
have been expelled from Eastern Europe. Over and above such 
groups, the number of Europeans who would leave that 
shattered Continent if they could is beyond calculation. Some 
experts estimate that 100,000,000 people would like to leave 
Europe today. 

For nearly a century, until about 1930, people pene out 
of the Continent of Europe to less crowded parts of the earth. 
The tide fluctuated but never ceased. For three generations it 
averaged close to 500,000 a year. Economic and political crises 
in Europe were translated into peaks in emigration. The Irish 
famine of 1847 and the German revolution of 1848 each sent 
hordes of hungry or oppressed to lands where there was more 
room or freedom. The uneven progress of the industrial revolu- 
tion in Eastern Europe, which removed peasants from the land 
faster than cities could absorb them, released the last and 
biggest tide. 

Then the new frontiers began to close down. Up to the turn 
of the century, the United States had provided the haven for 
80 per cent of Europe’s emigrants. Over-all total of Europeans 
transplanted to that country is close to 40,000,000. But immi- 
gration restrictions enacted by the U.S. in 1921-and more 
severe limits set in 1924 reduced and diverted the flow. For a 
few years, Latin America was in first place and several British 
Dominions, led by Canada, took a larger share of the total. 
Then restrictions on immigration became a general policy 
among nations. But even more important, world depression 
cut off the opportunity for jobs in new lands. By 1933, people 
were returning to Europe in larger numbers than were leaving. 
From that time on, Fascist nationalisms in Europe sought to 
increase population in the very areas where overcrowding 
was most apparent. 


>. * > * 
Intolerance and ‘“‘racism’’ were the essence of Nazi policies. 


Hitler did not create fear and hatred of alien peoples. Such 
feelings have been present in civilization from its beginnings. 
But Hitler built them up to new intensity. New aggravations 
of old population problems are a Nazi heritage to the world. 

The Photo Report shows some aspects of today’s unbalance 
in population. First is a Europe where the pressure of popula- 
tion, the urge to leave, is greater than ever before in history. 
Then there are areas within Europe itself where there is critical 
need for more people, more workers. Beyond Europe are areas 
still relatively undeveloped, still capable of absorbing large 
numbers of new people. Yet in all these countries resistance to 
alien stock and conflicting ideologies accents immigration 
barriers. Though far-reaching programs for immigration have 
been put on paper in several of them, all are hedged in by 
selective and restrictive provisions that bar the masses whose 
need is most urgent. 

This pattern of confusion lies far below the surface of today’s 
discussion of the Palestine problem. It clouds the future of far 
larger groups thap all the remaining Jews in Europe. 
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move... 


Who gathered what belongings they could 





—Keystone 


And filed onto ships bound for an uncertain future. 
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~Press Association 


PALESTINE IMMIGRANTS are survivors of the most brutal venture in mass 
depopulation in world history. The Nazis methodically killed 6,000,000 Jews, 
left a remnant of 1,000,000 in Europe exclusive of Russia. Of these, 250,000 
are in displaced persons’ camps, most others are in countries where anti-Semit- 
ism still smoulders. Desperate measures to reach Palestine are eagerly embraced. 


—Black Star 
DISPLACED PERSONS at war’s end numbered more than 8,000,000. They 
were the victims of Hitler’s ruthless campaign to refit the world to a Pan-German 
pattern. These two Polish women were among the myriads who were shifted about 
in Europe last year. More than 7,000,000 have returned to the lands from which the 
Nazis exiled them. Of the remaining 1,000,000, few will find homes in Europe. 
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UNDERFED ITALY is crowded to 
the bursting point and many are un- 
employed. Italians traditionally have 
been great ae Mussolini multi- 
plied Italy’s difficulties by repopulation 


POLITICAL REFUGEES dot the 

map of a Europe torn by ideological 
conflicts. More than 350,000 of these 
Spaniards, who fled from Franco 
Spain in 1939, still huddle in Southern 
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~French Press and Information Service - international 
measures. The war aggravated a GERMAN POPULATION is up 1,500,000 despite war losses. Her territory is 
chronic deficit in foodstuffs and jobs. only three fourths as large as before the war. Bulk of these wanderers, shown 
Each year births exceed deaths by crowding a German railroad siding, are infants, the aged and the broken. Few can 
400,000. These Italians are crossing carry their weight in rebuilding wrecked cities and helping Europe back on the road 
the border to seek work in France. to self-support. Population density is 519 per square mile, 12 times that of U.S. 
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France, hoping for the day when the STRANDED SOLDIERS comprise another bloc 


in the great army of driftin 
litical climate will moderate. Their Europeans. These Poles were members of the Polish legion that fought in Italy — 
ot is not unlike that of displaced Poles elsewhere. They are railway porters in Britain. Others have found various jobs. 
and Yugoslavs who fear they would Many of them are out of sympathy with the regime at home. In similar case are 
mot survive their welcome home. anti-Tito Yugoslavs and others whose roots are now behind the Iron Curtain. 
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WHERE MEN ARE NEEDED 
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~British Compbin: . 
BRITAIN’S worst shortage is man power, and coal is her most desperate need. RUSSIA gained 20,000,000 popula- 
These boys are being rushed through their apprenticeship as soon as they can be tion during the war despite losses. 
snatched from school. To fill labor shortages on farms, in transport and in Yet she has critical need of 7,000,000 
textiles and other industries, women workers and imported labor are sought. workers, could absorb many more. 


WHERE LAND IS PLENTIFUL 


-~Acme 


ARGENTINA welcomes workers from Italy. These two are greeted by President SOUTH AFRICA has room for 
Peron (right) and his wife. Poles, Spaniards and Irish are also on Argentina’s many settlers, and talk of immigration 
approved list. Talk is of increase from 13,000,000 population to 40,000,000, but is in terms of millions. But here, as in 
rigid selection dims prospect of Argentine haven for most refugees in Europe. Argentina, policies based on prejudice 


34 © WORLD REPORT 





~ European 
Soviet sources admit that 890,000 Ger- 
man prisoners, such as these section 
hands, still work in Russia. Outsiders 
estimate they mumber 3,000,000. 


~World Report 
and fear bar many. Another Dom- 
inion, Australia, could absorb 20,- 
000,000 people, would take 70,000 
each year, but prefers Britons. 


> 


~French Press and Information Service 


FRANCE also uses German war prisoners to eke out a working population reduced 
by ‘war and Nazi design. These prisoners are restoring refinery equipment. To 
make up a deficit of 1,400,000 workers, France hopes to coax some to stay as 
voluntary immigrants, and seeks others from Italy, Ireland, Algeria and Germany. 


~Canadian Pacific Railway Co. 


CANADA has 27,000,000 acres of unused land suitable for farming. Present 
gen is 12,000,000. Estimates of the population Canada could support range 
rom 50,000,000 to 200,000,000. Immigration has been large, is encouraged, but 
here, too, restrictive policies leave Europe’s refugees’ need still unanswered. 
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WORLD FACES GLUT IN RUBBER 


Supplies of natural and synthetic are expected 
to exceed demand this year, leading to price 
cuts and international effort to control output 


Lower prices for rubber are ahead. Sharp 
rebound in production of natural rubber, added 
to still large output of synthetic rubber, makes 
a price drop a near certainty. 

The coming rubber glut will bring in its 

wake new difficulties in Far Eastern growing 
areas, just recovering from the effects of war. 
@ A Free Market in natural rubber is now 
operating. On May lI, trading in rubber started 
on the New York Commodity Exchange. 
Markets had been re-established earlier in 
London and Singapore. The U. S. Government 
stopped buying on March 31. 
@ Production trends for natural and syn- 
thetic rubber are diverging. Natural rubber is 
headed up, synthetic down, as consumer pref- 
erence makes its weight felt. 

Comeback in natural rubber has been far 
ahead of expectatiqns. While in 1945 world 
exports were only 250,000 long tons (of 2,240 
pounds each), they went up to 940,000 tons 
in 1946 and will reach about 1,200,000 tons 
this year. Next year, exports may climb to 
1,450,000 tons, close to the record level. 

Synthetic-rubber production mushroomed 
during the war, hitting a peak of 900,000 tons 
in 1944. Last year, 800,000 tons were pro- 
duced. More than 92 per cent of the 1946 
output was in the U. S. 

On a world basis, production of synthetic 
will drop off about 40 per cent this year to 
500,000 tons, while output of natural rubber 
will jump about 28 per cent to 1,200,000 tons. 

@ World consumption of rubber this year 
is starting to level off. It may reach 1,500,000 
tons, compared to about 1,000,000 in 1945 and 
1,450,000 in 1946. Experts believe that the 
1,500,000 level is just about the most to expect 
for a number of years, unless military stock- 
piling is large. 

Even this year consumption will lag 200,000 
tons behind the new supply. World stocks at 
the year’s end will be at record levels, judging 
by present trends. 

A serious problem is at hand. Rubber-pro- 
ducing areas, when all are back in shape, can 
turn out about 1,500,000 tons a year. Capacity 
of synthetic plants to be kept in operation 
after this year is to be about 600,000 tons. Of 
this productive capacity of 2,100,000 tons, the 
world can use only 1,500,000 currently. 

Competition between natural and _ synthetic 
rubber thus will remain keen. 


@ Prices are to reflect this scramble for mar- 
kets. Natural rubber in New York is about 23 
cents a pound. Synthetic is 18% cents for the 
general-purpose type. 

Prices of natural already are heading down. 
As inventories of natural rubber reach normal, 
further price weakness can be expected. 

Prices also will be affected by trends in 

synthetic rubber. Only the most efficient syn- 
thetic plants in the U. S. are to be left in opera- 
tion. These now can produce for about 15 cents 
a pound. There will always be the threat that, 
if prices- of natural rubber get out of hand, 
U.S. synthetic plants will be returned to 
production. 
@ Rubber growers will be competing not 
only with the synthetic plants but also among 
themselves. Already this year they are export- 
ing more rubber than will be consumed in a 
normal year. And exports from the East Indies 
this year will be only 52 om cent of the 
1935-37 level. 

A struggle for markets wee" large rubber 
estates and small native producers is shaping 
up, particularly in Malaya and the Indies. The 
first signs of this already are appearing in 
Malaya. 

Costs of operating the estates, owned chiefly 
by Europeans, are high. Rehabilitation of plan- 


tations neglected or damaged by the Japanese 


is costly. Labor is scarce and restless. Union- 
ization movements are gaining. Wages are 
high, but there is dissatisfaction because rice 
and cloth also are high. 

Native growers, with much lower costs and 

no overhead, will be satisfied with lower prices 
for their rubber. 
@ International action in rubber is probable 
before very long. The U.S., Britain, Holland 
and France already have formed a group of 
experts to study world problems in rubber. 
This group is to meet in July, probably at 
Paris. The fast-developing glut in rubber is 
sure to be its main concern. An attempt prob- 
ably will be made to work out plans for dealing 
with the surplus. Production or marketing 
quotas might be recommended. 

Rubber consumers are to benefit from ample 
supplies and lower prices in the years ahead. 
Producers face a difficult period. Readjustment 
will be particularly hard in Southeast Asia, 
where rubber is the biggest cash crop and 
the biggest earner of dollars. 
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The U.S. is r ‘u more dollar sales abroad than ever before in peace=- 
time. This is sucking dollars out of the rest of the world at the rate of 
$13,600,000,000 a year. U.S. imports are putting back only $5,600,000,000 a year. 

That's the record for the first quarter. But this pace may fall off. 

Current buying in the U.S. for export is slowing down, as prices waver and 
@ recession is talked into being. Odds favor lower, not higher, prices. 

More important, dollar lending can hardly keep the pump primed if as much as 
$8,000,000,000 a year is to be sucked out on the other end to cover U.S. trade. 





Dollar lending abroad by private investors and the World Bank is to be highly 
selective. -Corollary is that the U.S. Government must bear the main burden. 

U.S. investors are going ahead with another loan in Western Europe. Holland 
is in line for $20,000,000. This bond issue will be a close copy of the recent 
Norwegian issue, a big success. However, U.S. bankers are not expected to go 
hunting for international loans. Likely prospects can be counted on one hand. 

The World Bank now is to give France a first installment on her loan. It has 
taken the Bank nine months to produce its first loan. In the future, the waiting 
period probably will be cut down, but the Bank obviously is taking its time, 
feeling its way carefully. In any case, it has only $720,000,000 to lend now. 

Upshot is that the U.S. Government still is the big banker, especially in 
cases where political trends are disturbing or deteriorating. 

U.S. aid to Greece may turn out to be a long-term proposition. An official 
of the World Bank makes that clear. It is, he says, a grant, not a loan; it is 
mainly political, not economic. The World Bank would have nothing to do with it 
right now. The Bank could not touch it, under its regulations. 

Idea that the World Bank might take up where the U.S. leaves off in Greece 
after a year or so, gets a jolt. The Bank could touch the deal only if it were 
purely economic. If that's the case, the U.S. might be put in the peculiar 
position of supporting the Greek Army but of wanting the Bank to support the Greek 
economy. This assumes that a year of support won't put Greece on her feet. 

The Bank will steer clear of the Greek situation, unless and until the 
political factor is removed. And it might take quite a time before civil war in 
Greece is suppressed and Communist seepage from the north and east is stopped. 




















Britain's drive for exports is highlighted in the British Industries Fair. 
Preference there is given to export orders except for electric-generating 








and mining equipment and a few other necessities required in Britain. 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


Wider range of products is noticeable, as compared with prewar fairs. 

Former German specialties, such as optical lenses and special dyes, are be- 
ing produced in Britain. A wide variety of plastics is used, both as coatings 
and on their own. New alloys, developed for jet engines, are offered at the Fair. 

U.S. exporters may feel more competition from Britain. The British are en- 
tering fields almost monopolized since 1939 by U.S. firms. Thus, fork-lift ' 
trucks, earth movers, alarm clocks, electric motors, cosmetics and aluminum ware 
apparently will be pushed, despite entrenched positions of U.S. manufacturers. 

Britain's slogan, "Export or Perish," has an unpleasantly familiar ring. 

~ 

Efforts to channel British exports are paying off slowly..... 

No official dikes have been set up. But the British Government has tried to 
push exports to hard currency countries, such as the U.S., Canada, Argentina. 
Inconvertible sterling earned by Britain from most other countries is not much 
use when dollars or pesos are needed to pay for British imports. 

Progress in this campaign can be reported. 

In the third quarter of 1946, more than 18 per cent of British exports went 
to the hard currency countries. 

In the fourth quarter, the share rose to 20.1 per cent. 

In January and February of this year, it was 21.4 per cent. This was a 
larger portion than the hard countries took in 1938. 
































But, over all, Britain's external trade is deep in the red. The deficit in 
the first quarter was $500,000,000, worse than it was a year earlier. 

To dilute the red ink, several steps have been taken, more are to follow. 
Exports of Scotch whisky are to be increased. Imports of tobacco may be cut. 
Both moves are designed to improve Britain's dollar supply. 

A proposed cut in imports of movie films is to be rejected, at least for 
the time being. British-made films, showing in the U.S., are doing better than 
U.S. films on exhibition in Britain, film for film. 

Other import cuts are under discussion. But the going is hard. Biggest 











‘items left are food and machinery. Paring of either is like taking seed corn away. 


Britain's march toward nationalization is not curbed by trade difficulties. 

Inland transport, on January 1, will become the fifth industry to be taken 
over by the Government, unless the House of Lords stalls the timetable. 

In less than two years, the Attlee Government has gathered to itself the 
Bank of England, air transport, overseas communications, and, most recently, the 
coal mines. Still on the docket are the electric power, gas and steel industries. 

Electric power may be nationalized at this session of Parliament. 

Gas certainly will be next if electric power is taken over. 

Steel, however, won't be nationalized for a while, perhaps not at all. The 
Steel industry still hopes to avoid nationalization entirely. To keep from com- 
ing under governmental control, the iron and steel companies, as a group, are 
prepared to spend $572,000,000 for modernization and expansion during a 7%-year 
period. Work already has been started on many of the projects involved. 

Railroads are the big factor in inland transport. Their managements esti- 
mate their assets at $8,000,000,000. But the inland transport bill, covering 
trucks, busses, subways, streetcars and canals, as well as railroads, calls for 
compensation of about $4,260,000,000. So the squeeze is on the investor again. 





























2 Life Around the World 


Premier Stalin is just another spectator 
attending ballet alone at Moscow theater 


MOSCOW 
NYONE who has been worrying about 
Stalin’s health can put his mind 

at ease right now. Russia’s people aren't 
worrying a bit. They took a_ look 
at their Premier-Generalissimo-Secretary- 


General of the Communist Party a few . 


days ago at the May Day celebration. 
He took a look at them. Both the Gen- 
eralissimo and the Muscovites seemed 
satisfied with what they saw. 

After a three-day holiday, both have 
gone back to work on “the Great Stalin 
Five-Year Plan.” 

Generalissimo Stalin stood up on the 
tribunal atop Lenin’s Tomb in Red 
Square for five hours on May Day, ex- 
changing salutes and cheers with the 
Soviet armed forces and a half million 
civilians who marched by. A little later, 
he turned up at the Bolshoi Theater to 
take in three hours of the ballet “Flame 
of Paris.” 

I thought his appearance at the ballet 
was more dramatic than at Red Square. 
The Bolshoi is Russia’s largest and most 
resplendent theater: There's no balcony, 
only orchestra seats and boxes arranged 
one after the other in seven horseshoe 
tiers glittering with gilt. 

Stalin’s box, large enough to seat more 
than a dozen persons, is in the first tier, 
the first box on the left nearest the stage. 
It extends slightly into the theater and 
a red curtain shields it from most of the 
audience. It is reserved for him at all 
times and is empty when he’s not there. 

Stalin apparently arrived late to see 
“Flame of Paris.” He was alone, sitting 
well back in the box and visible. to only 
a few score people on the opposite side 
of the theater. But in a matter of seconds 
a hush descended on the entire audience. 
Shuffling of feet, rustling of programs 
and the sound of conversation and 
coughing died away. Suddenty, as if at 
a signal, the electric atmosphere was 
shattered by a burst of applause which 
continued until the curtain parted. 

Ordinarily there are no encores at the 
Bolshoi, although sometimes the audience 
with its applause momentarily can stop 
the ballet and have the favored artist take 
a bow. This night it was different. When 
Stalin’s smile and vigorous applause 
showed he liked a dance, the performers 
bowed and curtsied in his direction as 


well as toward the audience and did spe- 
cial numbers exhibiting their virtuosity. 

There was little evidence of any pre- 
cautions to protect Russias leader. A 
single soldier stood behind Stalin at the 
entrance to his box. Three other soldiers 
were seated in the box above Stalin’s, 
overlooking the audience. No other 
guards could be seen. 

The ballet was a story of the French 
Revolution and guns were flourished on 
the stage throughout the performance, 
sometimes within a few feet of the Gen- 
eralissimo’'s box. At one point, the pre- 
miere ballerina, Lepeshinskaya, picked 
up a long rifle and pointed at the audi- 
ence menacingly. At another point show- 
ing a scene in the French court, there's 
a sudden shot and a guard at a palace 
window falls to the ground. The theater, 
in the realistic Russian manner, was filled 
with the acrid smell of gunpowder. 

Just as at Red Square, Stalin was 
dressed in a plain gray uniform that 
matched his hair and mustache. He wore 
no medals, no gold braid, no epaulets. 
He sat relaxed, struck no poses and 
seemed to want to avoid attention. 

The Generalissimo was just as natural 
at Red Square when he stood behind a 
stone railing on top of Lenin's Tomb with 
other Soviet military and civilian leaders 
for the May Day celebration. His gray 
greatcoat and undecorated garrison cap 








looked very plain in comparison with the 
bright violet-blue dress uniforms, glit- 
tering medals and gold epaulets of the 
Soviet marshals standing beside him. 

Now and then during the many hours, 
Stalin turned away from the railing and ~ 
strolled back and forth to stretch his 
legs, chatting casually with a trickle of 
visitors who came up to pay their re- 
spects. 

The impression of simplicity he gave 
recalled a letter he wrote recently to the 
Soviet military historian, Prof. E. Razin. 
Stalin’s letter was critical of Razin’s his- 
tory of World War II and particularly 
of Razin’s repeated tributes to Stalin 
himself. 

“The dithyrambs in honor of Stalin 
grate on the ears,” Stalin wrote. “It is 
simply awkward to read them.” 

Stalin’s criticism, however, obviously 
did not discourage the organizers of the 
May Day celebration. Of 54 slogans 
adopted for the day by the Central Com- 
mittee of the Communist Party, only 
four mentioned Stalin’s name. But these 
slogans and Stalin’s picture were the 
most in evidence amidst the red bunting, 
posters and placards that covered the 
city and floated above a sea of demon- 
strators in Red Square. 

Cheer leaders at the microphone atop 
Lenin's Tomb shouted these slogans 
every few minutes and the vast crowd 
responded with “oo-rah,” “oo-rah,” “oo- 
rah.” The slogan heard most was No. 53: 
“Long Live the Soviet People—the Great 
Stalin!” 

In displays of photographs of Soviet 
leaders hung throughout the city, For- 
eign Minister V. M. Molotov’s picture 
always was at Stalin’s right and Lavrenti 
Beria, Minister of State Security, always 
at his left. 

Karl Marx’s slogan—“Workers of the 
world unite. You've nothing to lose but 
your chains —was the keynote of May 
Days before the war, but this year it was 
not in evidence. Its place was taken by 
the slogan: “Long live May Day, the day 
for reviewing the fighting forces of work- 
ing people of all countries!” 

This year military participation in the 
parade was played down, the troops 
marching by in an hour instead of the 
three hours as in previous celebrations. 
Civilians—in 11 columns—took four hours 
to pass the reviewing stand. Each factory 
group carried large placards announcing 
its achievements under the Fiwe-Year 
Plan. Youngsters by the thousands were 
boosted to their parents shoulders for a 
look at Stalin as they passed Lenin’s 
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Tomb. Thousands of red balloons were 
loosed to soar skyward. At assembly 
points, waiting to join the parade, and 
scattered over the city afterward were 
thousands more celebrants dancing in 
the streets, singing, making the occasion 
a great holiday. 

Only one seemed not to enjoy the 
parade. He was a little Russian boy in 


the grandstand near me, who frowned 
and stamped his feet and exclaimed a 
small boy’s Russian swear word as the 
military parade ended. 

“What's troubling Vladimir,” his sister 
finally asked. 

“I want to see more tanks,” he shouted 
in exasperation. “I want to see some 
more tanks!” R. K. 


Londoners turn to Pettycoat Lane’s stalls 
for things that can’t be bought elsewhere 


, LONDON 
HEN you are fed up with shortages, 
there’s always one place you can 

go in London. 

Go down to Pettycoat Lane and you'll 
get action, not the same old “Sorry, Sir, 
come back in six weeks and we may have 
a few.” Pettycoat Lane, a small section 
in the Houndsditch area of East London, 
surrounded by workers’ settlements and 
blitzed buildings, is England’s ancient 
and picturesque secondhand market. 

Sellers and buyers in Pettycoat Lane 
are a mixture of all races, refugees, dock 
workers, bargain hunters. Nearby shops 
are also open on Sunday but empty de- 
spite the crowds that surge through the 
streets and fill the sidewalks. 

The crowds come from all directions. 
Many lug suitcases and bundles of all 
shapes and sizes as they head into a maze 
of alleys, courts and winding lanes lined 
with barrows and stands. There, the suit- 
cases and bundles are unpacked on the 
ground or on the stands. 

The first customers show up around 
9 o'clock. At that hour, one is free to 
wander down the rows of stands, and 
get a picture of the variety of goods for 
sale. There are more jewelry and trinket 
stands than anything else. One vendor 
is out after the early customers. “I'll give 
you five quid ($20),” he says, “if you 
can buy this real Indian silver bracelet 
for less than 21 bob ($4.20) in Aldgate. 
I'm not charging you 15, or 12, or even 
10 bob. Only 5 bob. I have only three of 
these, so buy them while they last. That's 
right, brother, take one home to your 
wife. Any more? Only three left. Here 
they go.” (He sold eight.) 

If Government price inspectors are 
suspected in the crowd, such patter ends 
up with: “If anybody's been overcharged, 
bring it back.” 

By now the crowd has become thicker, 
so you move with the stream and elbow 
your way along. Pushing on, you come 
to the “Overcoat King” where you hear 
in passing: “I’ve got a cheaper one as 
well, any color, all the latest styles.” 
Next isya barrow loaded high with second- 
hand clothing. “Want a size 15 collar, 
chum?” asks a vendor, trying one around 
his neck. “No, that’s a 15%. I’m telling 
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you, they come out of rich houses. Here’s 
a silk shirt with two collars for 15 bob 
($3.00). Twelve, twelve, I'll make you a 
present at 10, make it 8, well, 7. Nobody 
want it? Give me a dollar.” (5 shillings. ) 
Use of the term dollar is a hangover ex- 
pression from the war when American 
soldiers crowded the market. 

Opposite is a bombed-out lot with a 
brick wall around it. Now it’s a deposi- 
tory for all the old boxes and paper 
that hold the goods on sale in Petty- 
coat Lane. One whole block has no 
front to the buildings. Staircases and 
bathrooms with their fittings are on dis- 
play as in a doll’s house. Youngsters play 
hopscotch in the open spaces, one little 
girl bouncing a ball on a rubber string to: 

“Deeka, Deeka, come to dinner, half 

past two, 

“Roast pataters, alligaters, all for 

you.” 

Competition is provided by an old 
man, with gray locks protruding from 
between a battered hat and turned-up 
collar, who cranks away at an old phono- 
graph with oversized horn. “Pagliacci” 
sounds as if the needle and record hadn't 
been changed since the machine was 
new. 

Many of the barrowkeepers are wom- 
en. You find they are just as aggressive 
as the men in advertising their wares: 
handbags, crockery, stockings swaying in 
the breeze: (“fully fashioned, moind 
you), lampshades, dresses. Their patter 
is not much different: “It’s not just metal 
or rubber, but plastic lined with noilon.” 

One stand piled high with bundles, 
cushions and bolts of cloth is run by a 
couple with three helpers. The husband, 
standing on a box, has a bright red apron 
around his portly middle. He keeps up a 
constant flow of chaff and sales talk: 
“Who'll have these two 90 by 108 sheets? 
Guaranteed to cost 5 guineas in the shops 
($21). I'll sell them for 50 bob ($10). 
Here you are, guvnor, say you pinched 
"em at the price.” 

Mechanical toys just aren’t to be had 
in the shops, but one barrowkeeper has 
a few and explains: “These are only 
made for export, but you know loik thay 
maikes a few extru, you gotta be on the 
spot.” , | 


Food vendors do a lively business, 
selling shrimps from trays hung around 
the neck, some fruit, colored fruit drinks 
(artificial) and choc-ices. 

Many in the crowd eat as they shop 
and look. The people as a whole are 
poorly or plainly dressed, some of them 
obviously newly married trying to fur- 
nish their two rooms. Occasionally a 
Homburg or chic hat is seen, but the 
more well-to-do probably ‘send their 
maids to do their buying. 

What is amazing is to see a poorly clad 
woman or man, obviously a day worker, 
peeling pound bills from a roll as if they 
were dollar bills, rather than the equiva- 
lent of $4. It reminds one that prices are 
high, and quality poor. A small glass 
stand to hold flowers costs 32 and 6 
($6.50). A pair of plain, rationed pillow 
cases is $3.20. Handbags, large, heavy 
leather affairs almost the size of shopping 


“bags, cost anything up to $40, 


One young man with a tray in front 
of him voices his disgust at the lack of 
customers: “Suspenders at the controlled 
price. Next thing you'll have eggs with 
shells on.” (We've had six eggs for three 
people in the last nine weeks.) “You 
must be blind or squinty not to take 
these.” But nobody stops. 

His neighbor has the lowdown on how 
to attract business: “Raise the price by 
5 bob, say it’s under-the-counter, and 
they ll buy all you got.” 

Actually, most of the goods for sale 
are legal merchandise consisting of odd 
lots, samples, Government surplus, dis- 
cards, or secondhand stuff bought at 
auctions. Police keep a sharp lookout for 
under-the-counter . business and whis- 
pered deals, and occasional raids uncover 
stolen or black market goods. But the 
majority of the sellers in Pettycoat Lane 
are smalltime, honest merchants. 

But as you leave, loaded down with 
purchases, you feel your pockets, re- 
membering the warning that “they'll 
snitch your purse on the way in, and 
sell it back to you as you leave.” With 
relief you find it’s still there, although 
there’s less in it. E. J. D. 
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U.S. PLANS FOR RECONSTRUCTION 


Undersecretary of State Acheson lists program to aid international policies 


(Text of address by Dean Acheson, U. S. Undersecre- 
tary of State, before the Delta Council, Cleveland, Miss., 
May 8, 1947, outlining a five-point program for imple- 
menting American international political and economic 
policies.) 


OU WHO LIVE AND work in this rich agricultural region, 

whose daily lives are concerned with the growth and 
marketing of cotton and corn and other agricultural products, 
must derive a certain satisfaction from the fact that the great- 
est affairs of state never get very far from the soil. 

When Secretary of State Marshall returned from the recent 
meeting of the Council of Foreign Ministers in Moscow he 
did not talk to us about ideologies or armies. He talked about 
food and fuel and their relation to industrial production, and 
the relation of industrial production to the organization of 
Europe, and the relation of the organization of Europe to the 
peace of the world. 

The devastation of war has brought us back to elementals, 
to the point where we see clearly how short is the distance 
from food and fuel either to peace or to anarchy. 

Here are some of the basic facts of life with which we are 
primarily concerned today in the conduct of foreign relations: 

The first is that most of the countries of Europe and Asia 
are today in a state of physical destruction or economic dis- 
location, or both. Planned, scientific destruction of the enemy’s 
resources carried out by both sides during the war has left 
factories destroyed, fields impoverished and without fer- 
tilizer or machinery to get them back in shape, transportation 
systems wrecked, populations scattered and on the borderline 
of starvation, and long-established business and trading con- 
nections disrupted. 

Another grim fact of international life is that two of the 
greatest workshops of Europe and Asia—Germany and Japan— 
upon whose production Europe and Asia were to an important 
degree dependent before the war, have hardly been able even 
to begin the process of reconstruction because of the lack of 
a peace settlement. As we have seen, recent efforts at Moscow 
to make progress toward a settlement for Germany and Aus- 
tria have ended with little accomplishment. Meanwhile, po- 
litical instability in some degree retards revival in nearly 
every country of Europe and Asia. : 

A third factor is that unforeseen disasters—what the law- 
yers call “acts of God”—have occurred to the crops of Europe. 
For two successive years, unusually severe droughts have cut 
down food production. And during the past winter storms and 
floods and excessive cold unprecedented in recent years have 
swept Northern Europe and England with enormous damage 
to agricultural and fuel production. These disasters have 
slowed down the already slow pace of reconstruction, have 
impeded recovery of exports, and have obliged many coun- 
tries to draw down irreplaceable reserves of gold and foreign 
exchange, which had been earmarked for the importation of 
reconstruction materials, for the purchase of food and fuel 
for subsistence 

“The accumulation of these grim developments has pro- 
duced a disparity between production in the U. S. and produc- 
tion in the rest of the world that is staggering in its proportions. 
The U. S. has been spared physical destruction during the war. 
Moreover, we have been favored with unusually bountiful 
agricultural crops in recent years. Production in this country 
is today running at the annual rate of $210,000,000,000. 


Responding to this highly abnormal relationship between 
production in the United States and production in the rest of 
the world, the United States Government has already author- 
ized and is carrying out an extensive program of relief and 
reconstruction. We have contributed nearly $3,000,000,000 
to foreign relief. We have taken the lead in the organization 
of the International Bank for Reconstruction and Develop- 
ment and the International Monetary Fund, and have sub- 
scribed to these two institutions to the extent of almost 
$6,000,000,000. We have increased the capacity of the Ex- 
port-Import Bank to make loans abroad by almost $3,000,- 
000,000. We have made a direct loan of $3,750,000,000 to 
Great Britain. We are proposing this year to contribute 
$500,000,000 for relief and reconstruction in the Philippines, 
and $1,000,000,000 to relief in occupied areas. The Presi- 
dent's recommendations for aid to Greece and Turkey to the 
extent of $400,000,000 and for post-UNRRA relief to the 
extent of $350,000,000 are-still under consideration by Con- 
gress. And there are a few other smaller items. 

These measures of relief and reconstruction have been only 
in part suggested by humanitarianism. Your Congress has au- 
thorized and your Government is carrying out a policy of re- 
lief and reconstruction today chiefly as a matter of national 
self-interest. For it is generally agreed that until the various 
countries of the world get on their feet and become self- 
supporting there can be no political or economic stability in 
the world, and no lasting peace or prosperity for any of us. 
Without outside aid, the process of recovery in many countries 
would take so long as to give rise to hopelessness and despair. 
In these conditions freedom and democracy and the inde- 
pendence of nations could not long survive, for hopeless and 
hungry people often resort to desperate measures. The war 
will not be over until the people of the world can again feed 
and clothe themselves and face the future with some degree 
of confidence. ; 

The contribution of the United States towards world liveli- 
hood and reconstruction is best measured today not in terms 
of money but in terms of the commodities which we ship 
abroad. It is commodities—food, clothing, coal, steel, ma- 
chinery—that the world needs, and it is commodities that we 
must concentrate our attention upon. 

Our exports of goods and services to the rest of the world 
during the current year, 1947, are estimated to total $16,000,- 
000,000, an all-time peacetime high. Before the war, our ex- 
ports of goods and services fluctuated around $4,000,000,000 
annually. 

It is difficult to imagine $16,000,000,000 worth of commodi- 
ties. This represents one month’s work for each man and 
woman in the United States, one month’s output from every 
farm, factory and mine. - 

Let me give you another indication of the extent of our ex- 
ports. The volume of commodities now moving out of East 
Coast and Gulf ports of the United States is twice as great as 
the peak volume which moved out of those ports during the 
war when we were transporting and supplying not only our 
own huge armies abroad but a tremendous volume of Lend- 
Lease supplies. 

Our exports this year are perhaps the maximum, in quantity, 
that is likely to be exported abroad in the next few years. At 
the same time these exports are probably the minimum that 
we should make available to the world. 

It is extremely difficult under present circumstances to in- 
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crease the volume of our exports further. For in this country, 
too, there is a great demand for commodities, and foreign cus- 
tomers must compete with American customers. The character 
-and composition of our exports will probably change, with 
lesser quantities of food, fuel and raw materials being exported 
and increased amounts of steel, machinery and other manu- 
factured products going abroad. But the total volume of ex- 
ports is not likely to increase substantially until the world gets 
soundly on its feet and a genuine world prosperity may carry 
a healthy multilateral trade to higher levels. 

In return for the commodities and services which we ex- 
pect to furnish the world this year, we estimate that we will 
receive commodities and services from abroad to the value of 
about $8,000,000,000. This is just about half as much as we 
are exporting. This volume of imports is equal to about two 
weeks work of all the factories, farms, mines, and laborers of 
the United States, and consists largely of things which are not 
produced in this country in sufficient quantity. We wish that 
the imports were larger, but the war-devastated world is just 
not able to supply more. 

The difference between the value of the goods and services 
which foreign countries must buy from the United States this 
year and the value of the goods and services they are able to 
supply to us this year will therefore amount to the huge sum 
of about $8,000,000,000. 

How are foreigners going to get the U.S. dollars necessary 
to cover this huge difference? And how are they going to 
get the U.S. dollars to cover a likely difference of nearly the 
same amount next year? These are some of the most important 
questions in international relations today. 

Of this year’s difference between imports and exports, more 
than $5,000,000,000 is being financed by loans and grants-in- 
aid from the United States Government, through such instru- 
ments as direct relief, the Export-Import Bank, the Interna- 
tional Bank, the International Fund, and the loan to Great 
Britain. Funds for this purpose have already been authorized 
by Congress. The remainder of this vear’s deficit will be cov- 
ered by private investments, remittances of American citizens 
abroad, and by drawing down the extremely limited foreign 
reserves of gold and foreign exchange. 

But what of next year, and the vear after that? Continued 
political instability and “acts of God” are retarding recovery to 


a greater degree than had been anticipated. The extreme need | 


of foreign countries for American products is likely, therefore, 
to continue undintinished in 1948, while the capacity of for- 
eign countries to pay in commodities will probably be only 
slightly increased. Under existing authorizations, considerable 
sums will be available to offset next vear’s deficit. But these 
funds will taper off rapidly during the latter part of 1948. 
The need, however, will decline very little if at all. 

This is not a bright picture. But we must face up to the 
facts on the rate of world recovery. It has been widely over- 
looked that after the First World War it was only in 1925 
that the world arrived at the 1914 level of economic activity. 
And World War II was-many times more destructive than 
World War I. In the late war, nations planned on a vast 
scale and executed with new and tremendously improved 
weapons the destruction of the enemy's economic resources, 
with enormous success. Recovery will therefore be cor- 
respondingly slow. % 

One more thing to be considered is that as great as is our 
supply of commodities and services to the world during the 
current year, it is still far short of what the people of the 
world need if they are to eat enough to maintain their phy- 
sical strength and at the same time carry on essential measures 
of reconstruction and become self-supporting. This will be 
true until the other workshops and granaries of the world are 
back in full production. 

What do these facts of international life mean for the United 
States and for U. S. foreign policy? 

They mean first that we in the United States must take as 
large a volume of imports as possible from abroad in order that 
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the financial gap between what the world needs and what it 
can pay for can be narrowed. There is no charity involved in 
this. It is simply common sense and good business. We are 
today obliged from considerations of self-interest and humani- 
tarianism to finance a huge deficit in the world’s budget. The 
only sound way to end this deficit financing is by accepting 
increased quantities of goods from abroad. There can never be 
any stability or security in the world for any of us until foreign 
countries are able to pay in commodities and services for what 
they need to import and to finance their equipment needs 
from normal sources of investment. 

Today in Geneva our negotiators are meeting with repre- 
sentatives of 17 other countries in an effort to negotiate a mu- 
tual reduction in trade barriers and an agreement upon fair 
rules to govern international trade. This is one of the ways in 
which we are attempting to face up to the realities of inter- 
national life. The Geneva Conference must succeed. The In- 
ternational Trade Organization must be established. 

The Geneva Conference must succeed not only because of 
the emergency supply and financial situation that exists today, 
but also because our position as the world’s greatest producer 
and creditor nation demands that for a long period to come 
we accept an ever larger volume of imports. When the proc- 
ess of reconversion at home is completed, we are going to 
find ourselves far more dependent upon exports than before 
the war to maintain levels of business activity to which our 
economy has become accustomed. 

The facts of international life also mean that the United 
States is going to have to undertake further emergency financ- 
ing of foreign purchases if foreign countries are to continue to 
buv in 1948 and 1949 the commodities which they need to 
sustain life and at the same time rebuild their economies. 
Requests for further United States aid may reach us through 
the International Bank, or through the Export-Import Bank, 
or they may be of a type which existing national and inter- 
national institutions are not equipped to handle and there- 
fore may be made directly through diplomatic channels. But 
we know now that further financing, beyond existing authori- 
zations, is going to be needed. No other country is able to 
bridge the gap in commodities or dollars. 

This leads directly to a third imperative for our foreign 
policy. Since world demand exceeds our ability to supply, 
we are going to have to concentrate our emergency assistance 
in areas where it will be most effective in building world 
political and economic stability, in promoting human freedom 
and democratic institutions, in fostering liberal trading policies, 
and in strengthening the authority of the United Nations. 

This is merely common sense and sound practice. It is in 
keeping with the policy announced by President Truman in his 
special message to Congress on March 12 on aid to Greece and 
Turkey. Free peoples who are seeking to preserve their in- 
dependence and democratic institutions and human freedoms 
against totalitarian pressures, either internal or external, will 
receive top priority for American reconstruction aid. This is 
no more than frank recognition as President Truman said “that 
totalitarian regimes imposed on free peoples, by direct or in- 
direct aggression, undermine the foundations of international 
peace and hence the security of the United States.” 

The fourth thing we must do in the present situation is to 
push ahead with the reconstruction of those two great work- 
shops of Europe and Asia—Germany and Japan—upon which 
the ultimate recovery of the two continents so largely depends. 
This is what Secretary Marshall meant when he reported to 
the nation on April 28 that action on behalf of European re- 
covery can not await “compromise through exhaustion,” and 
that we must take whatever action is possible immediately, 
even without full four-power agreement, to effect a larger 
measure of European, including German, recovery. European 
recovery cannot be complete until the various parts of Eu- 
rope’s economy are working together in a harmonious whole. 
And the achievement of a co-ordinated European economy 
remains a fundamental objective of our foreign policy. 
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Finally, in order to carry out an economical and eflective 
policy of relief and reconstruction along the foregoing lines, 
your Government is going to need the extension by Congress 
of certain executive powers over the domestic sale, transporta- 
tion, and exportation of a limited list of commodities. Such 
controls have been in effect during the war and are still in 
effect under the President’s war powers, but are due to expire 
June 30 of this year. 

It is vitally important that these controls be renewed. It is 
commodities that are needed in critical areas abroad, not just 


money. It is wheat and coal and steel that are urgently re- 


quired to stave off economic collapse, not just dollar credits. 

Your Government must therefore be able to insure equitable 
distribution of supplies as between the domestic economy and 
the export demand. This requires the extension of allocation 
powers with respect to a limited list of commodities certified 
by the Secretary of State and the Secretary of Commerce as 
critical to the foreign economic policy of the United States. 
Powers to assign priorities directly to producing firms will be 
necessary for a still more restricted list of items. At the same 
time, a continuation of export controls is required in order to 
direct exports where we want them to go and to cut down 
unnecessary and undesirable foreign buying in the domestic 
market. 

Power to assign priorities on transportation are also needed. 
This power is needed in order to insure the efficient use of 
transportation facilities, particularly freight cars. Without 
such authority it will be difficult to move bulky export com- 
modities such as coal and grain in the required quantities. 


Finally, certain legislation which would enable the Maritime 
Commission to insure maximum availability and efficient use of 
shipping is required in order to insure the success of our export 
programs with respect to bulky items such as coal and grain. 

Legislative proposals of this nature have been presented to 
Congress, or will be presented in the near future. It is of the 
greatest importance to the foreign economic policy of this coun- 
try, and thus to the security and well-being of the nation, that 
these powers be granted. 

There is a story going the rounds about a man, who after 
listening to an extended lecture on the grave financial and 
economic difficulties of Northern Europe and Great Britain, 
remarked: “And just think, all the trouble was caused by a 
blizzard.” 

I think we will all agree that something more than a blizzard 
has caused Europe’s current difficulties. But last winter's bliz- 
zard did show up the extremely narrow margins of human and 
national subsistence which prevail in the world today, margins 
so narrow that a blizzard can threaten populations with starva- 
tion and nations with bankruptcy and loss of independence. 

Not only do human beings and nations exist in narrow 
economic margins, but also human dignity, human freedom 
and democratic institutions. 

It is one of the principal aims of our foreign policy today to 
use our economic and financial resources to widen these mar- 
gins. It is necessary if we are to preserve our own freedoms 
and our own democratic institutions. It is necessary for our 
national security. And it is our duty and our privilege as 
human beings. 





ALEMAN’S VIEWS ON WORLD PEACE 


Mexican President tells Congress democracy is basis of international harmony 


(Text of eddress of President Miguel Aleman of Mex- 
ico before a joint session of the U.S. Congress, Wash- 
ington, May 1, 1947.) 


R. SPEAKER, Mr. President, members of the Congress of 
the United States: 

As the President of a country that has unceasingly strug- 
gled for democracy, finding in democracy not only a solution 
for the problem of its own existence, but the enduring basis 
for international peace, I am sincerely grateful for the honor 
of being received in this Congress where democracy holds 
sway. 

The essential meaning of this ceremony lies in its friendly 
spontaneity. It proves the firm decision with which our 
nations have overcome the obstacles of the past. Over and 
above their differences in temperament, in folkways and in 
language, two peoples that profoundly love their independ- 
ence have ‘found ways to a mutual understanding—ways of 
living side by side, of sharing life together, without violence 
or suspicion. 

This attitude of reciprocal esteem is, also, an outcome of 
democracy. A country under a tyrant’s rule is not to 
be trusted, nor can other countries live securely beside it. 
And when the state curtails individual freeodm, in order to 
impose its will or that of a political party, civilization is on 
the wane. Because civilization is the onward march to the 
full liberation of man, making him fully conscious of his own 
rights, entitling him to demand the same respect for them 
that he renders the rights of others, and making him true to 
himself in his love of country and true to his country in his 
loyalty to international solidarity. 

This is the type of manhood democracies are shaping. We 
Mexicans are molding it. 


Our entire history has been a struggle against want, against 
intervention and against despotism. Against colonial despot- 
ism ‘ve rebelled for independence in the days of Hidalgo 
and Morelos. Against the greed of Europe, the country arose 
unafraid in the days of Juarez. And against the prolonged 
system of personal rule that frustrated what the common 
people had expected from the wars of independence and 
reform, the men of 1910 started our revolution. 

As the son of one of those men, I speak to you now. With 
the Mexican revolution many of your people were in sym- 
pathy, but others proved reticent. I take great pride in saying 
this to you: Our revolution preceded by several years many 
of the social reforms in other lands, the very same reforms 
in the defense of which our two countries have just fought. 

When in the midst of the storm the voice of a great Amer- 
ican bespoke an era in which all men would be free from 
want and from fear, free to believe and free to think, we in 
Mexico sensed that these were ideals akin to our own. de- 
signed to serve best the security of our Hemisphere. 

War did not change in Mexico our political ideas, the 
trend of our public thinking or the structure of our institu- 
tions. It did not alter our international policy. Unlike those 
who had to improvise an ideology to justify their co-opera- 
tion with the democracies, we Mexicans went to war for the 
selfsame moral reasons which moved us to condemn all ag- 
gression, whether within or beyond our soil. We went to war 
because the dictators responsible for the conflict sought to 
destroy elsewhere the rights defended for our people by our 
forefathers against the oppressors at home and against alien 
imperialists. We fought because the pledges our allies made, 
though spoken in another language, meant liberation, justice 
and faith in mankind. For these lofty purposes, my people 
have always been ready to offer their lives. 
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A joint session of the United States Congress listens to President Aleman’s address ; 


I have dwelt on the straightforwardness of Mexico in the 
conduct of its international affairs, because such a conduct is 
the best foundation for the unity of our peoples in the period 
now beginning. So long as this unity rests on right, abides 
by the comity of nations, and is kindled by co-operation and 
sustained by the resolve to reach a just goal—the goal of 
living with honor and progressing without impairment of 
our independence—nothing, nothing shall hinder the har- 
mony between our peoples. 

Nations, like individuals, work together successfully only 
when they undertake jointly something they would also wish 
to accomplish severally. Mexico and the United States have 
an example to set for the world—the example of two coun- 
tries, however different in size and wealth, co-operating on 
a plane of juridical equality above suspicion, and whose re- 
lations are not based on force. 

How could we hope for the democratic solidarity which 
we so much desire for all peoples, if we ourselves, Americans 
and Mexicans, were not capable of sharing peace in frank- 
ness and in loyalty? How could we expect that noncontig- 
uous countries reach what we, neighbors by reason of history 
and geography, fail to accomplish in friendship and disin- 
terest? 

Fortunately in recent times both of us have learned a few 
things. We have learned that isolation is not a good formula 
for living; that it is not good tactics for security. We have 
learned that if the goal is not domination of one system over 
another—necessarily a transitory and unjust condition—much 
more is achieved in a single year of loyal co-operation than 
in many years of hatred and rancor. We have learned that 
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democracy, if not backed by force, whets the appetite of dic- 
tators, and that the most powerful force to uphold democracy 
lies not in tanks and ordnance, but in the conviction of the 
men who, when conflict finally breaks out, will drive the 
tanks and fire the cannon. And we have further learned, 
that in order to give the citizenry assurance of their own 
strength, we must not fail to impress on them that the power 
of their country does not imperil civilization and is no hin- 
drance to the development of man regardless of race and 
creed. 

This we learned during the war. It will rise against us, 
should we ignore it in the peace. 

All of us accepted an equal responsibility in the struggle. 
Therefore, we could not now understand a peace for which 
we were not equally responsible. Having admitted every one 
to the most grievous sacrifices in the name of freedom and of 
justice, it is only meant that all men be entitled to enjoy a 
victory in which justice and liberty prevail. 

The mission of the United States in this joint effort to insure 
for the democracies a future of justice and freedom has been 
perfectly understood and appreciated in all its greatness by 
the Mexican people. | 

There are times when destiny grants special powers to 
nations as if to test their fitness. We have seen with our own 
eyes how the aggressors lost that power when they abused 
it to further their selfish ends. But we have also witnessed 
how free peoples grow in power and strength when they rise 
against the insolence of the warmongers and the lust of the 
greedy. 

What enhances the formidable industrial, economic and 
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military might of this nation is, above all, that it is not at the 
disposal of a personal ruler, as in the domain of Alexander, 
the Rome of the Caesars, the empire of the Hapsburgs, or the 
France of Napoleon, but is controlled by a Government as 
conceived by Abraham Lincoln—a Government of the people, 
by the people, for the people. 

Yours is a country that abides by the policy of the good 
neighbor. I believe that policy to be the truest expression of 
the will for peace in this Hemisphere. And I believe likewise 
that all of us should now, more than ever, implement that 
policy with performance in the economic and cultural fields. 

Amity between governments is short lived, unless it be the 
outcome of a genuine desire of their people to co-operate. 
Were we to limit the efficacy of good neighborliness to the 
covenants to safeguard the theoretical equality of all states, 
the respect of territorial integrity, the principle of noninter- 
vention, as well as the joint defense of the continent, we 
would still be defrauding some of the most cherished hopes 
of our peoples. The fact that nearly 300,000,000 people live 
side by side in our Hemisphere involves not only juridical 
problems and not alone problems of military strategy. As 
much as in the political‘ solutions,—and perhaps much more 
than in the political solutions—those millions are concerned 
not only with assistance to ward off foreign aggression, but 
also with common efforts to overcome the dangers of poverty 
and despair in the difficult years of the peace. 

The true significance of good neighborliness is co-opera- 
tion. It springs from the democratic tenets that bind us to- 
gether. It surpasses the scope of diplomacy. It goes beyond 
the exchanges of military staffs. It brings our peoples closer 
to one another, holding fast to their inalienable rights, those 
very rights your declaration of independence sets forth as 
supreme goals—life, liberty and the pursuit of happiness. 

Let our own hearts be the bulwark to resist all at- 
tacks against our Hemisphere. But let us indefatigably work 
to impress upon those hearts that they must throb more and 


more in unison with the sincerity of our friendship, to make 
that friendship a living reality. 

We are all responsible for adding to the policy of the good 
neighbor and economy of the good neighbor and a culture 
of the good neighbor. Whatever Mexico and the U. S. achieve 
in this respect will profit our two countries. But it will also 
benefit all the Americas, for the boundary between the U. S. 
and Mexico still is a touchstone for hemispheric solidarity. 

Boundaries are what the peoples that define them and 
defend them wish them to be. Sometimes they are barriers 
not to be surmounted, between nations that neither under- 
stand nor forgive each other. But boundaries like ours also 
provide close contacts between countries seeking progress 
in friendship, under the rule of justice. 

We are part of a Hemisphere where the concurrent action 
of all is indispensable. Mexico has honored its every duty 
without ever forgetting any of its rights. Without waiving 
any of its rights, Mexico will continue to fulfill every duty. 

We place a like trust in your country. 

And it is here where I can most properly stress the sig- 
nificance of that trust, for under this dome solemn pledges 
have been made for the unity of the Americas and the brother- 
hood of man. It was here where President Truman stated 
that “in this shrinking world, it is futile to seek safety behind 
geographical barriers” and that “real security will ‘be found 
only in law and in justice.” And it was here also where Presi- 
dent Roosevelt announced that he “would dedicate this na- 
tion to the policy of the good neighbor, the neighbor who 
respects his obligations and respects the sanctity of his agree- 
ments in and with a world of neighbors.” 

We live in a region of the earth that we call the new world. 
Destiny challenges us to make it new indeed by virtue of its 
generosity under democracy, the breadth of its concept of 
mankind and its undeviating respect for the standards of law. 


In the pursuit of that noble purpose Mexico shall never 
stop. 








PROBLEMS OF INTERNATIONAL BANK 


Loan director also describes duties of companion organization, Monetary Fund 


(Text of address by Charles C. Pineo, loan director, 
International Bank for Reconstruction and Development, 
at the second Bay Area Institute of World Trade, San 
Francisco, Cal., May 9, 1947.) 


HAVE COME TO SPEAK to you today on what the Interna- 

tional Bank can do for world trade. I had intended to 
confine myself entirely to the International Bank, and to make 
no reference to the functions of its companion organization, 
the International Monetary Fund, for the reason that I am 
not an officer of the Fund, and do not feel it appropriate that 
I should enter into any detailed discussion of its operations and 
technique. In view, however, of the close connection of these 
two bodies with the subject of world trade, I shall try to give 
you also, very briefly, a broad outline of the part which the 
Fund will play. 

Before considering the present position of world trade and 
the outlook for the future, I would like to remind you of the 
situation which existed before the war, for it was largely to 
prevent the recurrence of such a situation that the nations 
of the world met at Bretton Woods and provided for the 
establishment of the International Monetary Fund and the 
International Bank for Reconstruction and Development. 

As you all know, free and unhindered trade between coun- 
tries was rapidly breaking down. One of the major causes 
of dislocation was a competitive depreciation of currencies and 


the operation of multiple exchange rates; then there were 
clearing arrangements and bilateral trade agreements, blocked 
currency accounts and all that variety of obstruction to the 
free flow of trade, with which you are all familiar. Every step 
taken in this direction by every country was taken in the 
belief that it was in its own interests and for the protection 
of its own trade, and the combined effect of all these steps 
was a vast pattern of obstacles to the detriment of the interests 
of all countries. 

On top of this situation, we had the world’s most destructive 
war, a war which destroyed industry, man power, homes and 
moral fiber. Hundreds of billions of dollars were poured into 
the instruments of destruction. Trade itself became very 
largely a trade in these instruments. The economies of many 
countries have been devastated or disrupted. We now have 
the immense task of restarting the wheels of industry and 
peaceful trade throughout the world; and one of the greatest 
problems is the position of those countries which felt the 
immediate impact of war. In many cases the disruption and 
dislocation of their economies has heen so great that they 
will not recover within the foreseeable future unless some 
steps are taken to give them help. We have all learned in 
recent years that economic isolation is impossible; a world 
half sick and half well will soon be wholly sick unless some 
steps are taken to heal the sickness. 

It was in anticipation of this world situation that the 
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Bretton Woods agreements were signed. It was recognized 
that there would be two major problems to be solved: 
Firstly, the protection of the interests of all countries 
from those currency evils which would hinder and choke 
the free flow of world trade, and 
Secondly, the giving of assistance to countries which, 

- without it, could not take their proper place in world 
trade, either because they had suffered devastation dur- 
ing the war, or because their resources were not properly 
developed. 

The International Monetary Fund was designed to meet the 
first of these problems; the International Bank for Recon- 
struction and Development, the second. 

There is probably no more powerful element of instability 
and uncertainty in trade than unpredictable rates of ex- 
change, and a necessary step for the resumption of free trad- 
ing throughout the world is, therefore, the establishment of 
stable rates of exchange. The 44 member countries of the 
International Monetary Fund have agreed to fix the value of 
their currencies, and not to vary these values without con- 
sultation with the Fund. Thirty-four members have already 
declared their par rates of exchange; only 10 countries have 
not yet done so, some of them, under a provision in the 
Articles of Agreement allowing for a temporary postponement 
of the fixing of parities by countries which have suffered 
enemy occupation. 

If, in the opinion of a member country, it should become 
necessary to alter the value of its currency, this will be done 
only after consultation with the Fund. In addition, and most 
important, all members of the Fund have, in effect, agreed 
to certain basic rules which establish what might be called 
a code of behavior with regard to exchange practices. During 
the postwar transitional period, certain restrictions have of 
necessity to be maintained by a number of countries, but, 
as the abnormalities caused by the war disappear, it is hoped 
that these restrictions will also disappear. The ultimate aim is 
the removal of all restrictions so that payments for current 
transactions may be made multilaterally. 

In order to help all member countries to approach this 
goal, a pool of exchange has been created to which every 
member has contributed a quota. Each member pays in gold 
either 25 per cent of its quota or 10 per cent of its net official 
holdings of gold and U.S. dollars, whichever is the smaller, 
and the balance in its own currency. In return, members tem- 
porarily short of foreign exchange for the purpose of meeting 
current payments abroad may buy such foreign exchange 
from this pool, subject to certain limitations both as to the 
total amount which they may buy, and also as to the amount 
which they may buy in any one year. In this way, member 
countries are enabled to obtain their reasonable temporary 
requirements for the balancing of their current foreign ex- 
change transactions, and so avoid restrictive or disruptive 
measures. 

The International Monetary Fund, then, is primarily in- 
tended to function in relation to current trade and to take 
care of temporary situations. It is not intended to provide the 
long-term capital needed by devastated and undeveloped 
countries so that they may make their contribution to world 
trade. That is the job of the International Bank. 

Let us consider first the countries devastated by the war. 
They have a tremendous task; they must marshall their 
depleted man power; they must teach their youth the tech- 
niques of industry; they must continue to restrict home con- 
sumption in order to increase capital investment, to combat 
inflation and to buy for themselves abroad the bare necessi- 
ties for revival. But whatever their own efforts, it is per- 
fectly clear that these ‘countries will not recover without 
external assistance. This means that world trade will not 
revive unless that assistance is given. 

Although these countries need money urgently, the private 
investor, mindful of experience between the two wars, and 
overwhelmed perhaps by the magnitude of the needs of in- 
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dividual countries, is hesitant to provide it. Private lending 
did not do what was hoped of it in the interwar years, and 
the investor today cannot help remembering that there have 
been many defaults on loans issued during that period. His 
reaction is natural, although we must not forget that there 
were defects in the interwar lending, which must be borne in 
mind if we are to get a true picture of what happened. Let 
us face the fact that our lending was done for gain; it was 
not a part of a co-ordinated program; encouragement was 
sometimes given to borrowers and lenders alike without suffi- 
cient understanding of what was involved; loans were some- 
times made for unproductive purposes; insufficient care 
was often exercised to see that a loan was used for the 
purpose for which it was granted; and high interest rates, 
instead of being a warning to investors, failed to do any- 
thing but to encourage them to invest their money. The 
question now is: “Can we make a better job of lending 
this time? Can we help the borrower to make a better job 
of borrowing this time?” 

The lines on which the Bank must approach its task of 
assisting in the economic and financial recovery of the world 
and the conditions which must govérn its actions have been 
clearly laid down in the Articles of Agreement. These condi- 
tions reflect the heavy responsibilities which the Bank carries, 
both towards its members and towards the investors on whom 
it must eventually depend for the major portion of the funds 
which it will lend. They may be summarized as follows: 

First, the Bank is to assist in the reconstruction of 
economies destroyed or disrupted by war, the reconver- 
sion of productive facilities to peacetime needs, and the 
development of the less developed countries; 

Second, it must promote private investment whenever 
possible, and supplement it where necessary; 

Third, it must seek to promote the long-range balanced 

_ growth of international trade, and the improvement of 
productivity, of the standard of living, and of conditions 
of labor throughout the world; 

Fourth, it must deal with the more useful and urgent 

‘projects first; 

And finally, the Bank must be satisfied that the bor- 
rower would be unable to obtain the loan elsewhere on 
reasonable terms and that he will be in a position to meet 
his obligations under the loan. 

The fundamental aim of the International Bank is the re- 
vival of world trade and prosperity; all its operations are 
means to that end. The International Bank is, therefore, in a 
special sense your bank, because you are vitally interested 
in the achievement of its purpose. 

Simply stated, the Bank is a co-operative institution, to 
which 44 member countries belong. These countries have paid 
certain sums, proportionate to their resources, into a fund 
which forms the first working capital of the Bank. They have 
also assumed the liability for much larger sums in order that 
the Bank might be in a stronger position to raise further 
funds for its purposes. 

The Bank is, therefore, designed to promote mutual assist- 
ance among its members for the reconstructions and develop- 
ment of their territories. Loans will be made only under the 
responsibility of a member of the institution, and this should 
have an important effect on the relationship between the 
borrower and the lender. Both have a common interest not 
only in the success of the loan, but also in the success of 
the institution; this permits broader and closer relations than 
is ordinarily the case between creditor and debtor. Encourage- 
ment will be given to a full exchange of information with 
regard to all matters of mutual interest, and full oppor- 
tunity to consult with each other on all such matters, not 
only at the time the loan is made, but throughout its 
continued existence. 

There are some special features in the Bank’s position as a 


lender which are of great importance for the proper fulfillment 
of its task: 
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Firstly, its loans will be made with a view to their 
effect not only on the economy of the borrowing country, 
but also, indirectly, on the economy of other countries; 
thus a loan for the equipment of a certain industry in one 
country may also benefit a neighboring country which is 
in need of the output of that industry. 

Secondly, it is lending to its own members, with whom 
it should have more satisfactory relations than normally 
can be established between a creditor and a debtor. 

Thirdly, it can offer the private investor the oppor- 
tunity of sharing in the work of the Bank, through sub- 
scription to the Bank’s debentures, while enjoying a 
security which he could not obtain from direct lending. 
Now for a word about the Bank’s resources, a subject which 

has been surrounded by a haze of misinformation. The Bank 
depends in the first instance on its own subscribed capital, of 
which 20 per cent will be paid up by the end of the present 
month. The balance of 80 per cent is to remain subject to call, 
only if it is required to meet the obligations of the Bank. If 
this is ever necessary it will then be payable in gold, U. S. 
dollars, or the currency required to discharge the obligations 
of the Bank. This uncalled 80 per cent is, therefore, in the 
nature of a guarantee fund for the further security of those 
who buy the Bank’s debentures. The only working funds of its 
own which the Bank possesses consist of the 20 per cent of 
called up capital. But only 2 per cent is payable in gold or 
U. S. currency, the remaining 18 per cent being payable in the 
currency of the member country; this latter portion can be 
used for loans only with the specific consent of the country 
concerned. It is obvious that under present conditions it would 
defeat the Bank’s purpose to utilize the currency of any coun- 
try which is itself in need of credit, and we may, therefore, 
say that the 20 per cent immediate capital contribution of the 
U.S., plus the 2 per cent payable in gold or dollars by the 
othtr nations, makes up the present loanable capital of the 
Bank; this sum totals approximately $725,000,000. 

For the supply of ‘further funds, the Bank must rely on its 
capacity to borrow, and its capacity to borrow will depend 
entirely on the confidence which it is able to inspire in the in- 
vesting public. There is no danger, as has been suggested, 
that the Bank may lend too much money. Apart from the 
limitation imposed in its Articles of Agreement, that its loans 
must never exceed its capital, surplus and reserves, there is 
this practical limitation that it can only lend if it can borrow. 
After it has drawn on what I have just called its present loan- 
able capital of $725,000,000, therefore, it will be entirely de- 
pendent on the judgment of the public regarding its portfolio, 
and on the confidence which its policy will have merited. 
Although, therefore, the International Bank must not make 
loans which private bankers would be willing and able to 


-undertake on reasonable terms, it must not make bad or im- 


prudent loans. It must act with prudence and wisdom in the 
building up of its portfolio; for it is on that portfolio, and on 
the confidence which it will inspire in the public, that the 
capacity of the Bank to obtain further funds will eventually 
depend. 

Applications for loans totaling $2,554,000,000 are in the 
hands of the Bank and under study; but this does not mean 
that the Bank is contemplating or considering lending that 
amount in the near future. Most of the applications cover 
reconstruction programs extending over years—some as long 
as five years. The Bank must of necessity study the whole 


program in each case, but it is not prepared to commit itself . 


for the full period, or for the full amount applied for, no mat- 
ter how worthy the program may appear. If a loan is made, it 
will be for the first and most urgent part of the program, 
which can be completed in, say, a year to 15 months. The next 
stage of the program will be considered when more money is 
needed, and in the light of the borrower’s performance and 
conditions as they may then exist. In this way advances will 
be made to a borrower successively; a ‘check will be provided 
on the use of the loan, and funds will not be made available 


more rapidly than the supplies of goods can be obtained for 
which the funds are desired. 

In studying an application from one of its members for a 
loan, the Bank, will have to consider many questions, such as: 

a. The urgency and usefulness of the project. (The aim of 
the Bank’s lending must always be to get the greatest possible 
results for the amount lent, and it is clear, for instance, that the 
breaking of a bottleneck in a devastated country will usually 
produce more rapid and beneficial effects than a project for 
developing a latent economic potentiality. ) 

b. Whether the purposes for which the proposed loans are 
to be used are constructive and practical, and will be beneficial 
both to the borrower and to world trade. 

c. Whether there exists in the country the willingness and 
the ability to use its own resources to the fullest possible 
extent. 

d. Whether the loan is likely to produce the effects which 
the borrower anticipates. 

e. Whether the borrower will be in a position to maintain 
the service of the loan. 

If the Bank decides that it can usefully and properly make 
a loan, the funds will be made available to the borrower only 
to meet the purchases for which the loan has been granted. 
But the Bank’s responsibility for the loan does not cease with 
the granting of that loan. Looking back on the past, a defect 
in the machinery of private lending has been that, once a 
loan has been made, the responsibility for maintaining its serv- 
ice rested with the borrower, and there was no arrangement 
for co-operation, or even consultation, between the investor 
and the borrower. It is the aim of the administration of the 
Bank to remedy this defect by the development of a relation- 
ship with its borrowers which will result in continuous con- 
sultation and exchange of information during the whole of 
the time that the loan is outstanding. The Bank will main- 
tain a proper interest not only in the plan or projects for 
which the loan was made, but in the whole situation of the 
borrowing country insofar as it might affect the security of 
the loan. 

We come now to a more general consideration of the re- 


lation between the Bank’s loans and world trade. When a 


devastated economy is repaired or a backward one developed, 
it is not only the country concerned which benefits: All coun- 
tries benefit. Markets are reopened, fresh sources of supply 
are made available. In trade, as in all human activity, the in- 
terests of one are the interests of all; the health of one member 
contributes to the health of the whole body. 

International Bank loans, therefore, will benefit everyone. 
Not only will these loans produce the articles of trade, but they 
will help restore that confidence on which, in the last resort, 
trade depends. If we can help to put countries on their feet 
again, if we can give them the assistance which they need 
during their convalescence or the development of their eco- 
nomic strength, we shall have contributed a great deal to the 
estoration of confidence, and business integrity and experience 
may again receive their proper credit rating. 

The world has been through such suffering, and is faced 
with such problems, that the restoration of faith in the future 
would perhaps be the greatest contribution that could be made 
to recovery. In the restoration of that faith the International 
Bank has an important part to play. | 

I need hardly remind you that the Bank alone cannot revive 
world trade; what it can do is to help create conditions favor- 
able for that revival. The revival itself will always be depend- 


ent on a free flow of private credit closely related to the move- 


ment of goods, and this is the function of the commercial 
banks and the traders themselves. 

I believe it is of the greatest importance for all of us that 
those interested in world trade study closely the aims of the 
Bank and the policies it pursues to accomplish those aims, so 
that their confidence in it may grow and so that they may 
lend to its support the whole force of their influence, with ad- 
vantage to everyone. 
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French Communists 
Face New Challenge 


Communist control of French labor 
is being challenged behind the scenes. 
- Membership of the General Confed- 
eration of Labor, where the Com- 
munists now hold only a slim margin 
of control, may drop to less than 
6,000,000. The anti-Communist French 
Confederation of Christian Workers, 
which leans toward Gen. Charles de 
Gaulle, is picking up members and 
now has more than 1,000,000. 


o 0 °O 


London is predicting that Prime 
Minister Attlee soon will make a show 
of stronger leadership. Reason is that 
his colleagues in the Labor Cabinet 
aré concerned about criticism that 
the Government is giving an appear- 
ance of taking things too easy. Much 
of the criticism comes from Labor's 
rank-and-file membership. 


o 0 90 


U.S. oil comnanies are protesting 
the establishment of a Japanese Gov- 
ernment mononolv to control the al- 
location and distribution of petroleum 
products in that country. The Gov- 
ernment monopoly was authorized 
by the Diet as part of a program to 
check inflation. U. S. firms sav the re- 
sult may be permanent legislation. 


o 0 9 


International banking experts in 
Switzerland are forecasting a critical 
depression in the U.S., to reach the 
acute stage in 1949. They feel, how- 
ever, that recovery will begin the 
same year and that at its worst the 
business disturbance will not be as 
serious as that of the early 1930s. 


o 90 Oo 


Generalissimo Chiang Kai-shek 
is acutely worried over a shortage 
of ammunition with which to fight 
China’s Communists. Although 
Chiang’s forces received surplus am- 
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Russia’s Tractors 
In Need of Repairs 


munition from the U.S. Marines, mil- 
itary leaders say the supply is too 
small to power all-out warfare. -In 
Manchuria, some of the Nationalist 
Government’s crack divisions soon 
may become useless because they 
lack American ammunition for their 
American arms. 


o 0 90 


The thing that is holding up cur- 
rency reform for Germany is the fact 
that Russia wants authority to print 
money in their own zone. The U.S. 
insists that all currency be printed in 
Berlin from a single set of plates, and 
that the issuance of new money should 
go along with economic unification of 
all Germany. 


oo 90 


Russia is having tractor trouble. 
Many of the machines in use are pre- 
war models, ready for the junk heap. 
Around Stalingrad, a show place of 
Russian recovery, one fourth of all 
the tractors listed as available for the 
farms are not in use. Tractor teams 
are going to the fields in double 
shifts, working long after sundown. 
A shake-up in the management of 


. tractor-repair stations is likely. 


o 0 °O 


The British Government will un- 
dertake a new campaign-to get the 
160,000 Polish veterans, most of them 
anti-Communists, to go back to Po- 
land. Warsaw has promised Foreign 
Secretary Ernest Bevin that none of 
the men will be prosecuted. But few 
of the Poles are expected to go home 
voluntarily. Most want to remain in 
Britain or in British colonies as long 
as the Communists dominate the 
Warsaw Government. 
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Disarmament Issue 
Divides U.S. Officials 


Three members of the Yoshida 
Cabinet in Japan have been ordered 
purged, but Yoshida is holding up 
the announcement until the new 
government can be agreed upon be- 
cause he fears that news of the purge 


- would discredit his Liberal Partv. Oc- 


cupation officials, disturbed over at- 
tempts to make political capital of 
the purge, may force Yoshida to make 
the affair public. 


o oo °O 


Washington officials are having 
difficulty getting their ideas of dis- 
armament adopted by U.S. repre- 
sentatives at the U. N. Those in New 
York feel it necessarv to get some 
form of agreement in the U. N. Com- 
mission on Conventional Armaments. 
But Washington officials insist that 
agreement on atom-bomb control and 
on the U.N. military forces must come 
ahead of action on general disarma- 
ment proposals, 


o 90 90 


Talk persists in China that nego- 
tiations to end the civil war will be 
resumed before the end of this year. 
Chigf difficulty, however, is the fact 
that withdrawal of mediation efforts 
by the U.S. left the Nationalist Gov- 
ernment with no way to get in con- 
tact with the Communist leaders. 
Since the fall of Yenan, Communist 
headquarters has been hidden awav 
in the mountains of North China, 
and no outsiders know where it is 
located. 


o 0 °O 


Czechoslovakia will announce soon 
that the Sudetenland, once filled with 
Germans, has been completely repop- 
ulated with Czechs and Slovaks. All 
the Germans have been ousted and 
the replacement population is ap- 
proaching the objective of 2,560,000 
Czechoslovak settlers. 
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Are you engaged in the business of promoting passenger travel— 
by rail, air or steamship? Here’s why your company’s 
advertisement should be on this page .. . 


Because the people who read WORLD REPORT each week—more than 100.000 of them—know the 
importance of swift. efficient transportation in the world of today. Just as the contents of WORLD 
REPORT underscores the tremendous importance of diminishing distances. so do its readers grasp the 
significance of each new development and improvement in the travel field. Travelers themselves ?— 
naturally. And these people have the authority within their organizations to specify travel routes and 
facilities. 


They are a concentrated audience for your travel services! 


WORLD REPORT 


The only magazine of its kind—reporting, interpret- 
ing and forecasting the news of international affairs 





HAROLD L. BEHLKE, ADVERTISING DIRECTOR, 30 ROCKEFELLER PLAZA, NEW YORK 20, N. Y. 





Painting by Franklin Boggs—‘‘ Pride of the Pampas’”’ 
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Argentina, a Natural U. S. Market 


LTHOUGH beef, hides, and wool no longer provide the sole 
A source of Argentina’s wealth, they play a major part In 
her economic life. ‘The pampas is the heart of Argentina’s eco- 
nomic empire. The black, fertile soil provides rich grain fields 
and pasture for some of the world’s finest livestock. 

Argentina is one of the leading producers of food surpluses 
in the world. In recent decades Buenos Aires has become one 
of the great industrial areas in the Western Hemisphere. 

Argentine exports, which usually account for about one- 
fourth of Latin America’s exports, established a record level 
in 1946. Argentina offers a natural market for U.S. industrial 
products, such as motor vehicles, industrial equipment and 
farm machinery, electrical supplies and apparatus, steel-mill 
products, and chemicals. The value of our exports during 1946 
came to $180,000,000, more than 2! times as much as We ex- 
ported to Argentina during the full year 1939. 

Four National City Branches in Argentina, 45 in the world, 
offer unexcelled banking facilities to exporters and importers, Con- 


ACTIVE OVERSEAS BRANCHES 


ARGENTINA 
Buenos Aires 
Flores 
Plaza Once 
Rosario 
BRAZIL 
Rio de Janeiro 
Recife 
(Pernambuco 
Santos 
S40 Paulo 
CANAL ZONE 
Balboa 
Cristobal 
CHINA 
Shanghai 
Tientsin 
HONG KONG 
COLOMBIA 
Bogota 
Barranquilla 
Medellin 


CHILE 
Santiago 
Valparaiso 
CUBA ~ 
Havana 
Cuatro Caminos 
Galiano 
La Lonja 
Caibarien 
Cardenas 
Manzanillo 
Matanzas 
Santiago 
ENGLAND 
London 
117, Old Broad St 
11, Waterloo Place 
INDIA 
Bombay 
Calcutta 
JAPAN 
Tokyo (Limited) 


MEXICO 
Mexico City 

PERU 
Lima 

PHILIPPINE 1S. 
Manila 

PUERTO RICO 
San Juan 
Arecibo 
Bayamon 
Caguas 
Mayaguez 
Ponce 

REP. OF PANAMA 
Panama 


SINGAPORE 


URUGUAY 
Montevideo 


VENEZUELA 
Caracas 


Every 3 seconds a customer-is served overseas 
sult with our officers at Head Office or Branches anywhere, gies . a. 
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THE NATIONAL CITY BANK i 


OF NEW YORK x 
Head Office: 55 Wall St., New York e 66 br inches in Greater New ¥ ante | YE 


Write for color-illustrated booklet describing ““Overseas Banking Service” — / 
mes e ( @ ) le C— 2 , — 
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